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Mr. Cannon. The committee will be in order. 

We have with us this morning the Director of the Bureau of the 
Budget and the Secretary of the Treasury. 

We have before us the President’s budget for fiscal 1961. We will 
hear first the statement of the Director of the Bureau of the Budget 
and, second, the statement of the Secretary of the Treasury. We will 
not interrupt either until they have concluded their statements. 

We are very glad to have you with us this morning, Mr. Director 
and Mr. Secretary, and we shall be glad to have your statements at 
this time. 


GENERAL STATEMENT OF DrrecTor oF BUDGET 


Mr. Stans. Mr. Chairman and members of the committee, I am 
pleased to have an opportunity to appear before this committee to 
talk with you and answer questions about the 1961 budget. 

The Secretary of the Treasury, who is here with me, will discuss 
revenues and tax proposals, and the budget’s implications on the pub- 
lic debt. My statement is purposely limited to the expenditure side 
of the budget. 

The members of this committee are going deeply into the details of 
agency budgets in hearings on the individual appropriation requests. 
Rather than discuss these details, I will confine my remarks today to 


(1) 





 ) 


four broad subjects: (1) The major policy considerations underlying 
the 1961 budget, (2) some significant improvements in the budgetary 
procedures, (3) the changes in the expenditure estimates for fiscal 
1960 since the 1960 budget was prepared, and (4) the differences be- 
tween the 1960 and 1961 budgets. 

General policy—The budget recommendations for the fiscal year 
1961 call for a substantial surplus of $4.2 billion to be applied to re- 
ducing the public debt. The administration strongly believes that 
this is the only sound course for the Nation at this time. 

First, a high level of economic prosperity is anticipated for the year 
covered by the budget, and with it Federal revenues will increase. 
Unless we provide for some retirement of the public debt in such a 
period, we can be sure that the debt will go ever higher if emergencies 
or recessions produce deficits in the future as they have in the past. 
The proposed budgetary surplus, although large in amount, is only a 
little more than one-quarter of the total of the deficits incurred in the 
fiscal years 1958 and 1959. 

Second, in this prosperous time especially, sound fiscal and economic 
policy requires a budget surplus to help avoid inflation and to ease 
conditions in capita] and credit markets. 

Third, to the extent that we can establish debt reduction as a normal 
practice, we lay the foundation for future orderly tax relief as our 
economy continues to grow and revenues increase. 

The expenditure estimates in the 1961 budget provide responsibly 
for the needs of the Nation as a whole, both for national security and 
for domestic advancement. 

Budgetary improvements.—Before turning to the figures I would 
like to make note of three improvements in budgeting this year which 
I believe are of special interest to this committee. 

First, the 1961 budget includes provision to bring under budget and 
appropriation controls the foreign currencies available for U.S. 
agency operations which are obtained from the sale of surplus agri- 
cultural commodities. Agencies seeking to use such currencies are 
charged for them through the appropriation process, and the corre- 
sponding c redit is made to the cost of the farm price support program, 
as it should be. The President has indicated his intention that no 
more allocations of foreign currencies be made for uncontrolled U.S. 
use after the current fiscal year. He has further instructed that in 
future negotiations of international agreements there be avoided re- 
strictions which would limit our ability to apply normal budgetary 
controls to the use of currencies which are earmarked for U.S. agency 
operations. 

Second, the budget proposes that all new authorizations to incur 
financial obligations, whether financed from general receipts or bor- 
rowing, be granted by the Congress in appropriation acts only. In 
other ‘words, there are no new proposals in this budget to authorize 
back-door spending. This action is based on the belief that contract 
authority and authorizations to spend from debt receipts in basic legis- 
lation outside the appropriation process are inconsistent with good 
budget practice. 

Third, the budget includes specific appropriation recommendations 
for a number of programs for which authorizing legislation must be 
renewed. This is in contrast with the past practice of including tenta- 
tive amounts, but delaying submission of detailed estimates until the 
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renewing legislation has been enacted. The change serves to show the 
Government programs more fully in the budget. It should help ex- 
pedite the appropriation process as it relates to these programs, since 
the committee will be able to start wok on these estimates earlier than 
has been the case in the past. 

These are among a number of steps we have taken and are taking 
to improve budgetary procedures. I feel sure the committee will 
agree that they are important advances in budgetary control by the 
Congress. I have set, forth my views on a number of additional 
needed budget improvements in a report to the President on Novem- 
ber 17. Copies of this report have been made available to the 
committee. 

Budget totals—The following table gives the budget totals for the 
fiscal years 1959 through 1961: 










Budget totals 


[Fiscal years. In billions] 
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CRE PONE en Fo as cackhbone pele mbed auanncu owes ous Saba 
Budget expenditures ae 


Budget surplus (+) or deficit (—)- 


ee ee ee | 


New obligational authority 





























As the table indicates, the budgetary deficit of $12 2.4 billion in fiscal 
1959 is expected to be followed ‘by a surplus of $200 million in the 
current year, and a surplus of $4.2 billion is proposed for the coming 

ear. 
: Current 1960 estimates compared with original 1960 budget.—In 
analyzing the figures, I would like first to compare the present fiscal 
1960 estimates with those in the original budget presented a year ago. 

Revenues are now expected to be $1. 5 billion higher than the initial 
forecast, despite the unfavorable impact of the steel strike. 

Expenditures as currently estimated will total $78.4 billion, which 
is $1.4 billion more than the estimate made last year. This is almost, 
all accounted for in interest payments on the public debt, which, be- 

cause of increased market rates, are now estimated to be ‘$1.3 billion 
higher than estimated in the budget a year ago. 

There are many other changes in ‘expenditures, too, but they just 
about offset. The largest of these is in the present estimate of Com- 
modity Credit Corporation outlays which is $861 million less than 
last January. This reduced estimate results mainly from (1) lower 
than anticipated production of cotton and wheat, offset in part by 
greater production of corn, (2) higher domestic use or consumption 
of cotton, wheat, and feed grains than anticipated, and (3) larger 
exports of cotton and feed grains. 

Other significant increases in the estimated expenditures for 1960 
are in: Veterans’ compensation and pensions, up $100 million, reflect- 
ing more claims by World War I veterans than first estim: ited: vet- 
erans’ direct housing loans, up $130 million, mostly because the Con- 
gress enacted an increase in lending authority ; public health pro- 
grams, including the National Institutes of Health, up $167 million, 
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reflecting increased appropriations; and the deficit on postal service, 
up $496 million, reflecting higher mail volume and the unwillingness 
of the Congress to increase postal rates. 

A fuller reconciliation between the expenditure estimate for 1960 
of a year ago and the current estimate appears at the end of this state- 
ment as table I. 

1961 budget compared with 1960.—Next I would like to compare 
1961 estimates against the present expectations for 1960. 

Revenues are expected to increase $5.4 billion in categories and for 
reasons which Secretary Anderson will cover in his testimony. 

New obligational authority is proposed at $79.4 billion, which is 
$300 million less than that enacted or recommended for 1960 and is 
$400 million less than the estimated expenditures for 1961. 

But expenditures will be up $1.4 billion in 1961 over 1960, because 
of uncontrollable and built-in costs under existing legislation and 
commitments. 

As seen in the accompanying table II, the major increases in recom- 
mended new obligational authority from 1960 to 1961 are: 

(1) $949 million requested by the President for the mutual security 
peogcem, primarily for military assistance, in order to provide for 

nancing for increased deliveries of equipment, especially for the 
NATO countries; 

(2) $278 million for the National Aeronautics and Space Adminis- 
tration, to carry forward the space programs now underway and new 
programs becoming the agency’s responsibility in 1961: 

(3) $224 million for the General Services Administration, primarily 
for construction of new Federal buildings; 

(4) $144 million for the Federal Aviation Agency, mainly for op- 
eration and modernization of the Federal airways; and 

(5) $200 million for higher costs of interest on the public debt. 

Major decreases in new obligational authority from 1960 to 1961 are: 

(1) $744 million for the Tennessee Valley Authority as a result 
of the nonrecurring revenue bond authority of $750 million enacted in 
fiscal 1960; 

(2) $607 million for the Post Office Department. mostly because 
of proposed postal rate increases of $554 million. This proposal is 
in line with the policy established by the Congress in the Postal 
Policy Act of 1958 requiring that postal rates be adjusted whenever 
necessary to recover all postal expenses except those for public 
services as fixed by appropriation acts: 

(3) $551 million for the Department of Agriculture, mainly due 
to a smaller request for the Commodity Credit Corporation, for which 
the 1960 estimate includes an anticipated supplemental of $675 mil- 
lion to restore part of the Corporation’s capital impairment; 

(4) $142 million for the Housing and Home Finance Agency, pri- 
marily because of the proposed termination of the loan program for 
college housing in favor of a new college facilities program to be 
administered by the Department of Health, Education, and Welfare; 

(5) $136 million for the Atomic Energy Commission, as increases 
for military propulsion and civilian power reactors and for research 
are more than offset by reductions in procurement of uranium ore 
concentrates and in other items; and 
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(6) $280 million reduction in the Treasury Department budget due 
to the nonrecurring authorization in 1960 of the U.S. subscription 
of $280 million to the Inter-American Development Bank. 

Increases in 1961 expenditures—The expenditure increase of $1.4 
billion from 1960 to 1961 can be conveniently analyzed by considering 
the categories shown in table III. These are factors which this com- 
mittee will face in its review of this budget, just as we had to recog- 
nize them in preparing the budget : 

1. Relatively uncontrollable items.—Certain expenditures which un- 
der existing law are substantially uncontrollable at budget time will 
be up by $1.1 billion; these items are mainly veterans’ compensation 
and pensions, farm price supports, and interest on the public debt. 

2. Commitments already made will result in an estimated increase 
of $600 million in expenditures for Federal housing programs, for 
civil public works projects and other construction, for the Devel- 
opment Loan Fund under the mutual security program, for the Gov- 
ernment’s share of the new civilian employee health insurance benefits, 
and for other programs. 

3. Built-in program increases to reflect present national policy total 
close to $450 million. The bulk of this increase is for space explora- 
tion (for which expenditures will be almost double the 1960 level) 
and for modernizing the Federal airways. 

4. Normal decreases and nonrecurring items porvide some offsets 
to the increases mentioned. These offsets total approximately $600 
million. Outlays for veterans’ direct housing loans and readjust- 
ment benefits are declining. Decreases will also occur for stockpil- 
ing and defense production expansion and for the 1960 decennial 
census. The first installment of the U.S. contribution to the Inter- 
American Development Bank, now estimated to be paid in 1960, will 
not recur in 1961. 

5. Other expenditure increases, totaling over $400 million, are es- 
timated to cover both expansion of certain activities and new legisla- 
tive proposals which have been included in the budget. Included 
among the items in this category are the first-year expenditures for 
42 new high priority water resources projects proposed to be started 
in 1961 by the Corps of Engineers and the Bureau of Reclamation, 
as well as 3 new construction starts by the Tennessee Valley Au- 
thority, new construction of Government office buildings, and the first 
step in an orderly 12-year program for modernizing veterans hospital 
facilities. In the opposite direction is the proposal to cover the postal 
deficit by rate increases of $554 million. 

Legislative proposals to reduce future budget costs —A number of 
proposals are included in the budget which would reduce budgetary 
expenditures in the future. These include revisions in the farm price 
support laws, the agricultural conservation program, and the pro- 
gram of school aid in federally affected areas; changes in interest 
rates on rural electrification and telephone loans, on veterans’ hous- 
ing loans, on military housing mortgages, and on maritime mortgages; 
and cost-sharing on flood protection projects. I hope the Members 
of Congress will look favorably on these proposals, many of which 
were also made last year, in the interest of sound policy as well as 
lowered budget expenditures in years to come. 
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Let me add, in suiamary, that I firmly believe that the 1961 budget 
offers a sound and well-balanced approach to meeting the Nation’s 
needs now and in the years ahead. 


TABLE I.—Changes in 1960 expenditures from original budget to present estimates 


{In millions] 
In original 1960 budget 


Interest on the public debt. ___- ; 
Veterans’ compensation and pensions 
Veterans’ housing loans 
National Institutes of Health and other public health programs____--_~ 
Post Office: 
Reduced revenues and delay in obtaining parcel post increase 
Failure to secure postal rate increase 
Inter-American Development Bank 
Defense education and aid to federally impacted areas 
Corps of Engineers_____ i a SN Ne a, 
Public assistance___.._____~—- 
Farm loans and agric ultur: u conservation program 
Housing programs_._.__.__....... 
National Aeronautics and Space Administr: ition ick ace alas a catiianes eae sad inten 
Commerce 
Commodity Credit Corporation_ ; 
Mutual security, economie (including Development Loan Fund) 
Small Business Administration 
Export-Import Bank 
Deen cures, MOUSTY BEGISTANCe... . Qe en encom pecene a 
Pr IS oc REESE, FON ot a Seige cere Bainimanps ton 
Atomic Energy Commission 
Defense production expansion ; 
Removal of surplus agricultural commodities___________________--___- 
All other, net increase 


Revised estimate 


TABLE II.—Major changes in proposed new obligational authority, 1960-61 
{In millions] 


1960 new obligational authority (latest estimate) 


Mutual security program +949 
National Aeronautics and Space Administration +27 
General Services Administration +224 
Federal Aviation Agency +144 
Treasury Department, interest on the public debt +200 
Corps of Engineers +63 
Veterans’ Administration ‘ +57 
National Science Foundation +37 
State Department __-_~-- +32 
Office of Civil and Defense Mobilization +20 
Department of the Interior +18 
Tennessee Valley Authority —744 
Post Office Department —607 
Department of Agriculture —551 
Housing and Home Finance Agency —142 
Atomic Energy Commission —........__-..._-_. —136 
Treasury Department, Inter-American Development Bank 

Department of Health, Education, and Welfare 

Allowance for contingencies 

All other, net decrease ~_-----~_--~- 


tecommended 1961 new obligational authority 
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TABLE III.—Changes in expenditures, 1960-61 


[In millions] 


1960 expenditures (latest estimate) 
Uncontrollable increases: 
Commodity Credit Corporation 
Veterans’ compensation and pensions 
Public assistance grants 
Interest on the public debt 
Payment to civil service retirement fund 


Commitments for increased expenditures: 

Development Loan Fund 

Housing programs 

Public works: Corps of Engineers, Bureau of 
Reclamation, House Office Building, Smithson- 
ian Museum 

Federal share of Government employees’ health 
benefits 

National Institutes of Health and hospital con- 
STUCCO IN a en te cer 

Conservation reserve program 

Ship construction 


Built-in program increases: 
Aviation and space programs__-__--__~~- 
Defense education 
Rural’ electrification... ci. e kd tA ee es 


Normal decreases and nonrecurring items: 
Investment in Inter-American Development Bank__ 80 
Stockpiling and defense production expansion 
Veterans’ direct housing loans and readjustment 
PONGNtS..... 5. oe 


—593 
79, 951 
Other program increases : 
Internal Revenue Service 
TVA, Corps of Engineers, and Bureau of Reclama- 
tion (in addition to commitments) 
State Department 
General Services Administration, primarily office 
UEC T TR i ins Ee ele ee enter tenants 
Export-Import Bank 
National Science Foundation 
Allowance for contingencies__.._........------~-- 
All others (net increase) 
419 
SO, 370 
Legislative proposal for reduction in 1961: Postal ri increas — 554 


Estimated 1961 expenditures__.._.__.-~_- 79, 816 


Mr. Cannon. Mr. Secretary, we shall be glad to have your statement 
at this time. 
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GENERAL STATEMENT OF THE SECRETARY OF THE TREASURY 


Secretary Anperson. Thank you, Mr. Chairman. 

As Mr. Stans has told you, net budget receipts for the current fiscal 
year 1960 are estimated to amount to. $78.6 billion. This 1 is $10.3 bil- 
lion greater than actual revenues of the preceding year and substan- 
tially higher than the amount realized in any past yea A further 
rise of $5, 4 billion to $84 billion is estimated for the fiscal year 1961. 

The revenue estimates reflect our belief that our economy will con- 
tinue to move forward with strength and that substantial gains in em- 
ployment and incomes will be achieved. 

In preparing the revenue estimates, it is necessary to make specific 
assumptions for the economic outlook for the next year and a half. 
Our assumptions may be expressed in terms of three important eco- 
nomic aggregates—gross national product, personal income, and cor- 
porate profits. Gross national product, which amounted to approxi- 
mately $480 billion in the calendar year 1959, is projected to $510 
billion in the calendar year 1960; personal income, $380 billion in 1959 
and $402 billion in 1960; and corporate profits, S48 billion in 1959 and 
$51 billion in 1960. 

These assumptions express our best judgment. We believe they 
represent a realistic appraisal of the current outlook. 

In the last 18 months we have seen a marked recovery from the 
1957-58 recession levels. Substantial gains were made in production 
and incomes in the second half of the calendar year 1958 and in the 
first half of 1959, to some extent amptified by expansion in anticipa- 
tion of the steel strike. This progress was interrupted by the pro- 
longed strike in the second half of the year. 

During the first half of 1960 we expect that the growth of the econ- 
omy will be augmented by additional production which had been post- 
poned because of shortages during the steel strike. For the remain- 
ing months underlying this budget, we anticipate gains in incomes 
consistent with a sustainable rate of growth in the economy. 

Receipts in the fiscal year 1959 were adversely affected by the 1957- 
58 recession. This was particularly true for corporation income tax 
receipts since there is a considerable timelag between the earning of 
profits and the payments of taxes. The recovery and growth which 
began in the middle of the calendar year 1958 are expected to result 
in an increase of $10.3 billion in receipts in the fiscal year 1960. A 
sharp rebound in corporate profits from $37 billion in the calendar 
year 1958 to $48 billion in the calendar year 1959 is a major factor in 
this unusually large rise in receipts. 

Typically profits after rising sharply in the early part of a recov- 
ery period advance more moderately thereafter. We anticipate that 
corporate profits will increase to $51 billion in the calendar year 1960, 
a rise of $3 billion, an increase considerably less than the increase of 
the preceding year. 

The revenue estimate for fiscal 1961 is based on a continuance of 
present tax rates on corporation profits and certain excise taxes beyond 
their present expiration date of June 30, 1960. If this legislation is 
not enacted, the loss in revenue will be $2.7 billion in the fiscal year 
1961. $1.2 billion from the corporation income tax. and $1.5 billion 
from excise taxes including refunds on floor stocks. The annual 





: a. a 


—e TS OW ee TP “TS 


9 


full-year loss would be $4.1 billion, $2.5 billion from the corporation 
income tax and $1.6 billion from excise taxes. 

For 1960 and 1961, the individual income tax is estimated to remain, 
by far, the most important tax source. Revenues from the individual 
income taxes are about double the corporation income tax; together, 
the two income taxes are estimated to account for 80 percent of 

receipts in 1961. 

The two income taxes also provide most of the gain in overall 
receipts. The rise in individual income taxes is estimated to be about 
the same in both years, $3.6 billion in 1960 and $3.4 billion in 1961. 
Because of the large rise in corporate profits in calendar year 1959, 
corporation income tax receipts are estimated to increase $4.9 billion 
in 1960. A more moderate rise of $1.3 billion is estimated for 1961. 

Substantial increases are estimated for all major tax sources in 
the 2 fiscal years. Gross excise taxes, before transfers to the highway 
trust fund, are estimated to increase $1.1 billion in the fiscal year 
1960 and $0.7 billion in 1961. Tax receipts transferred to the high- 
way trust fund are estimated to rise from $2.2 billion in 1959 to $9, 6 
billion in 1960, and further to $3 billion in 1961, due in large part 
to the increase in the rate on motor fuel taxes of 1 cent per gallon. 
After deduction of such transfers and refunds, net excise taxes remain- 
ing as general fund receipts are estimated to increase $0.6 billion in 
the fiscal year 1960 and $0.4 billion in 1961. Receipts from employ- 
ment taxes, virtually all of which are transferred to trust funds, are 
estimated to rise, principally from rate changes, from $8.9 billion 
in 1959 to $11.1 billion in 1960 and further to $12.7 billion in the fiscal 
year 1961. 

Other tax sources, principally receipts from estate and gift taxes 
and customs, are expected to rise in both fiscal years. 

Miscellaneous receipts in 1960 are estimated to rise $855 million, 
from $3,155 to $4,010 million, attributable for the most part to larger 
payments by the Federal Reserve Board and Government agencies. 
Part of the receipts in 1960 are of a nonrecurring nature: thus a de- 
cline of $80 million is estimated for miscellaneous receipts for 1961. 

The program for 1961, incorporating a budget surplus of $4.2 bil- 
lion, rests on a policy of fiscal responsibility. To maintain full confi- 
dence in the ability of the Government to manage its affairs wisely, 
the surplus must be used to the fullest extent possible in reducing out- 
standing debt. Debt repayments must be established as normal prac- 
tices in prosperous periods before we can profitably make improve- 
ments in our tax structure of the type which would truly reduce the 
heavy burdens of taxation. 

Financial responsibility also requires efficiency in management of 
our $290 billion public debt. The Treasury must have sufficient flex- 
ibility to manage this debt in the least inflationary manner, and, as 
you know, has already asked Congress for action in this connection. 

On the subject of tax revision, I should like to note that the recent 
tax revision hearings before the Ways and Means Committee have 
prov ided much valu: able information and many thoughtful suggestions 
for changes in the tax laws which are now being carefully studied by 
the tax-writing committees of the Congress and by the Treasury. 
Practically the entire tax system is now under review and the Treas- 
ury will continue to work in full cooperation with the committees of 
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Congress in developing sound and attainable legislative proposals to 
improve the tax laws. 

In closing may I once more express my appreciation for this oppor- 
tunity of telling the House Appropriation Committee about the basis 
for our revenue assumptions and estimates. I look forward to work- 
ing with this committee and with the rest of the Congress in develop- 
ing actions which are in the best interests of our Nation as a whole. 

(CLERK’s Nore.—Pursuant to order of the committee, the remarks 
of the Chairman and ranking minority member of the committee on 
the floor of the House on Monday, January 18, 1960, on the President’s 
budget are included here.) 








THE PRESIDENT'S BUDGET MESSAGE 








The SPEAKER. Under previous order of the House, the gentleman from Mis- 
souri, Mr. Cannon, is recognized for 40 minutes. 

Mr. Cannon. Mr. Speaker, never before has the United States faced such odds 
as it faces today—both at home and abroad. Abroad we are menaced by an im- 
placable totalitarian power with superior armament, and the imperative neces- 
sity of demonstrating conclusively in the near future its control of international 
affairs. At home we are carrying the greatest debt ever contracted by any nation 
in the world’s history, with rapidly deteriorating credit and the imminent neces- 
sity of reversing that trend not later than this Congress. 

And yet, Mr. Speaker, we have just listened to one of the most optimistic 
budget recommendations ever transmitted to the House within my recollection. 

The outstanding feature of this budget is the most satisfying assurance that 
could be given—the promise not only of a balanced budget but the prospect of a 
surplus of $4.2 billion at the close of the fiscal year ending June 20, 1961, to be 
applied to a reduction of the public debt. 

The most disappointing feature of the budget is that it promises to accumulate 
this surplus through tentative increases in the national revenues and not through 
reduction of national expenditures. Throughout the lengthy document there is 
no mention of the word “retrenchment.” In fact, the Bureau of the Budget 
recommends the largest recurring expenditures since the administration of 
George Washington. It is proposed to exceed current year expenditures by 
$1.4 billion. It also includes the largest amount ever spent for interest on our 
staggering national debt. 3ut it offers not one scintilla of hope of reduced 
taxation. As a matter of fact, it proposes another extension of wartime taxes 
in time of peace and in addition the imposition of new taxes not heretofore levied. 

At the close of every other war the Government has promptly repealed war 
taxes. The Korean war ended 7 years ago but this budget still asks the contin- 
uation of wartime taxes and new taxes not heretofore imposed, including the 
irksome nuisance taxes which have so clogged the channels of trade for the 
past 10 years. 

In short, this budget proposes to take from the people $84 billion, the highest 
take in any year, peace or war, since the foundation of the Republic. 






































CONTINGENCIES SURROUNDING $4.2 BILLION SURPLUS 





Even with this unprecedented tax draft upon the taxpayers of the country, 
there is serious reason to doubt the fulfillment of the promise of any surplus 
whatsoever, much less a surplus of $4,200 million. We have learned by sad 
experience that no prediction of a budget surplus can be taken at face value, 
and certainly that is true of this budget. 

You will recall that in the annual budget submitted to Congress for 1959 
we were promised a balanced budget and a small surplus, and we wound up at 
the close of that year, ending last June 30, with a backbreaking deficit of more 
than $12 billion. 

The estimates both of revenues of $84 billion and expenditures of $79.8 billion 
rest on a number of assumptions and highly doubtful contingencies. Revenues 
totaling $84 billion in the coming year 1961 would involve an increase of $15.7 
billion over collections in fiscal 1959, or an inerease of 23 percent between these 
2 years. The recordbreaking $84 billion tax take expected in this budget rests on 
a rosy outlook predicated on great national prosperity and large profits—with 
inflated dollars. It assumes the enactment of legislation raising postal income 
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by some $554 million, a proposal emphatically rejected by this Congress in 
the last session. It assumes the extension of Korean wartime taxes. It pro- 
poses new taxes. In all, of the six budgets previously submitted by the Bureau 
of the Budget during this administration, the original spending estimates were 
exceeded, as shown by the following tabulation: 


Variations in spending 
[In billions] 










President’s 


Over (+) or 





Budget original Actual under (—), 
budget result original 
estimate estimate 




















1960 budget (latest estimate) -...........-...-.--- es sivaiemade a $77.0 1 $78.4 +$1.4 
Sipe SE ok seekisenadeamn tence s MUREAS Soh acnnaseadken 73.9 80.7 +6.8 
OE To cneiciinebaxkcded Wid wbbtkseeaddcvavnndnsugeauenden | 71.8 71.9 +.1 
ET SR oe. cop cectimadinakhckncaupecchanewrouenoonsncnnate 65.9 69. 4 +3. 

PEGS TANOG Bbc cdethcgauthcudendehasdsesacwiwssteubihicasueeen | 62.4 66. 5 +4.1 
OURS UNRNE a. aa iid eens acess bb eb ss cold oad | 65. 6 64.6 —1.0 










1 Revised estimate, as shown in 1961 budget. 


NoTe,—Figures represent ‘“‘net budget expenditures” as used in the budget. 










Similarly, there have been wide variations in revenue results contrasted to 
original budget estimates. The following table of official figures shows that 
situation : 










Variations in revenues 
[Tn billions] 






President’s Over (+) or 

Budget | original Actual under (—), 
budget result original 
estimate estimate 















2000 Deient Clatent estima). 25 on cceusewdi nisi 77.1 1 $78.6 +$1.5 
DP OUND oe te teel een ek cash ehc ode giekicesendee 74.4 68.3 —6.1 
RS co a a a Rh el a ee we ee 73.6 69.1 —4.5 
I Se Na as ad os eae 66.3 71.0 +4.7 
re rite FR 8 a SES ores ee hed ee 60.0 68. 1 +8. 1 
ne is i arn ce Ar tamini etibesm cnc etenaoietcchesbactseesdhs 62.6 60.4 —2.2 















! Revised estimate, as shown in 1961 budget. 
NoTe.—Figures represent ‘“‘net budget receipts’’ as used in the budget. 


And in addition, original budget estimates of deficits and surpluses matched 
against actual results affords comparisons much in point to the $4.2 billion sur- 
plus figure. The following table shows how far and how often the mark has 
been missed in the last 6 years: 














Variations in deficit and surplus estimates under the present administration 


[In billions] 
Le " 





President’s 
Budget original Actual 


budget result 
estimate 








BONS WAGeht ie S35. cht sh beet hoes anh sees eat ee Ee Q) —$3.1 
1955 budget - 








endsian ne esieineeraabbe enannmbeed int kammabeaaien Cecieeniumeat ise $2. 9 —4,2 
MO RUENL  go Sh cnancbuanucharr cori wscesceee esaesien ti eee —2.4 +1.6 
Meee ute hb esl ose ye. CE a ER eR +.4 +1.6 
Re ORE 6, a td wcnascccceabyasne docks hou die<antbtiesahisa dutldn sili +18 —2.8 
SER go con ccna ee ee a a oe wie oe a +.5 —12.4 
Bene UOROG oo ca cee ent occa cas ate ee weeks os Cee coats ee +.1 2+.2 

OUR A UORT IO PORN seis Ao a ccs isa re ie Pe —2.5 —16.0 
er RSIMAIOD QURAN a aor oa op Ee a eaaue Soe ae seas meneame | We Neekewnsicieinineie 








1 Submitted by previous administration but revised and administered by present administration. 
3 Latest official estimate (in 1961 budget). 


Nore.—Highway trust fund which began with fiscal 1957, not included. 
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There is no arresting assurance that we can realize these highly desirable 
predictions this year with any more accuracy than we did last year. Inevitably, 
the collector, the taxgatherer, working diligently around the clock, bringing in 
larger and larger amounts, collecting from the taxpayers of the country larger 
national revenues than were ever enjoyed by any nation since the beginning of 
time—the busy tax collector has not been able to keep up with the spenders in 
the executive and legislative branches of the Government. 

As a result, today we are saddled with the largest national debt that ever 
kindled the fires of inflation; that ever increased the cost of living; that ever 
debased the currency; that ever limited business expansion; that ever curtailed 
employment; that ever imperiled national defense in this or any other country. 


WHO PREPARES RECORDBREAKING BUDGETS? 





All fiscal recommendations start with the President. Congress does not make 
the budget. The President makes it. It includes only what he recommends. 
He is directed by law to make such tax, spending, and appropriation recommen- 
dations as in his judgment are necessary. The President is in complete com- 
mand. He is not required to submit his recommendations to anyone before in- 
cluding them in the budget. He is by law completely free to recommend cuts 
in appropriations of any magnitude and revisions of basic legislation to cor- 
respond. 

They do not have to recommend more and more spending—as in this budget 
and as in past budgets. 

They do not have to urge extension of war tax rates in time of peace—as in 
this budget and in every budget. 

They do not have to recommend new taxes and new revenues—as in this 
budget and in past budgets. 

So, Mr. Speaker, when the administration talks economy, hope for tax relief, 
the practice of self-restraint in expenditure, and holding the line on the cost of 
living—when they talk this but submit record budgets, that is the executive 
branch of the Government and not the legislative branch of the Government. 

Some features of this budget do not comport with the goals announced in this 
and past messages. And this final effective budget from the President discloses 
beyond all challenge that this administration, after 8 years in office, has not 
aaccomplished a single one of the laudable objectives promised in the 1952 
and 1956 campaigns. 

The message calls for restraint in expenditure but the budget proposes to 
spend $1.4 billion more than this year. It was only a little over a year ago that 
the President declared war on excessive spending. He was quoted this way: 

“T think every place we are spending too much money. * * * We must start 
right from the biggest and go right down to the smallest.” 

He decried what he termed “loose handling of our fiscal affairs.” But the 
budget submitted shortly thereafter proposed to spend more. And it also pro- 
posed increased appropriations, both large and small. 

You remember the bristling vetoes of last year’s public works appropriations 
and the castigation of the number of new project starts especially because of 
their long-range expenditure effect. But we find this budget advocating new 
project starts that will call for even more spending in the future. In fact, 
it proposes 42 new starts requiring $38 million in 1961 and a total commitment of 
$500 million over a period of years. This budget was being formulated at the 
time Congress was being advised in a veto message concerning new starts 
that “This tremendous expansion in Government expenditures in just this one 
area in so short a period of time brings into sharp focus how Congress by action 
in 1 year builds increases into the Federal budget in future years. * * * This 
illustrates how easily effective control of Federal spending can be lost. 

“Overspending in respect to water resources is hurtful to the United States 
and to the proper development of these resources themselves. The American 
people are opposed to overspending no matter where it is attempted.” 

It is almost inconceivable that the sins of the Congress in the last session 
can be made virtues of the executive branch in just 5 months. 

I include a summary of budget receipts, expenditures, and surpluses or 
deficits for the 8 fiscal years 1954-61. 
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Net budget receipts, expenditures, and deficit (—) or surplus (+), 8 fiscal 
years, 1954-61 


{In billions] 














Net expend- | Deficit (—) 
Fiscal year Net receipts itures or 
surplus (+) 

1, Wisonl TUE Cian Oly BOON). gc oo noose tind dedkaLicsceted $64.7 $67.8 —$3.1 
We STIR PINON xs crea rcvcascsus eres ts edna goannas adel weds oie ieee ae 60. 4 64. 6 —4.2 
7 REINS 5a et a iehaeuemaduwiaes : 68.1 66.5 +1.6 
4, Fiscal 1957: 

(a) Including highway trust fund-___..-......-..-.----- 72.5 70.3 +2,2 

(6) Excluding highway fund as per budget_-_-___..._---_- 71.0 69.4 +1.6 
5. Fiscal 1958: 

(a) Including highway trust fund. __............-.----- 71.2 73.5 —2.3 

(b) Excluding highway fund as per budget___..__..._-- 69.1 71.9 —2.8 
6. Fiscal 1959: 

(a) Including highway trust fund. _____.-.....--- Sues 70.4 83.4 —13.0 

(0) Excluding highway fund as per budget-___-_-_-_--- al 68.3 80.7 —12.4 
7. Fiscal 1960 (revised estimates in 1961 budget): 

(a) Including highway trust fund. ______......--.----_- 81.2 181.5 —.3 

(b) Excluding highway fund as per budget_._--_.....-- | 78. 6 1 78,4 +.2 
8. Fiscal 1961 (budget estimates): | 

(a) Including highway trust fund___._......-.-..----.- 286.9 382.7 +4. 2 

(6) Excluding highway fund as per budget-._......-----| 284.0 379.8 +4.2 
Total, all 8 years: 

(a) Including highway trust fund_......_....-...-_------- 575.4 590.3 —14.9 
(b) Excluding highway fund as per budget_..._._._._-.---} 564. 2 579.1 —14.9 





1 Includes $378,000,000 from supplementals proposed to be submitted. 
? Including revenues from proposed legislation (continuation of certain excise taxes; certain new fuel taxes, 
ete.). 


3 Among other things, assumes enactment of additional $554,000,000 in postal revenue. 
THE PUBLIC DEBT AND INTEREST COSTS 


As shown by the pending budget, the national debt this coming June the 30th 
is estimated at $284,500 million. Granting that it will be no more than that— 
and that is an unknown—even that figure represents an increase of $18,400 mil- 
lion during the first 7 fiscal years under this administration. The debt stood 
at $266,100 million when this administration assumed full control and respon- 
sibility in June of 1953. 

This is the record. 

Our debt today is far above the highest of the World War II debts. It is $29 
billion above the postwar low-water mark. On the first day of this month, the 
national debt stood at $290,924,917,717.63. That represents a mortgage of 
$1,623.04 against every man, woman, and child in America today. 

The President has transmitted to the Congress six straight requests to raise 
the old statutory $275 billion debt ceiling. In consequence, the temporary ceil- 
ing is today $295 billion. The permanent ceiling is $285 billion. 

Now the administration, in this budget, has asked for another extension for 
next year. Failure to control spending while collecting the highest revenues of 
all time has forced step by step, piece by piece, and year by year the conversion 
of the so-called temporary ceilings of earlier years to a permanent status. 
Iiven the once restraining influence of the debt ceiling has now gone by the board. 

But, Mr. Speaker, the greatest evil attending the flowering and fruition of 
this astronomical debt is the high jacking of the rate of interest, the carrying 
charge on the debt, and the influence it has had on American business, individual, 
and corporate. Formerly, and for years, especially in time of peace, the Govern- 
ment was able to borrow money at less than 2 percent—perhaps a fraction above 
or a fraction below—and the bond issues of the Government were always over- 
subscribed. 
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The public debt—S fiscal years 
[In billions] 
Actual increase, 6 fiscal years (1954-59) : 


July 1953 $266. 1 
July 1959 


SPPenee in ie GS GORra seen ee oe oe te eee es +18. 
2. Current budget estimate of change during current fiscal year 1960 
(July 1959 to July 1960—from $284.7 to $284.5) 


Estimated increase in the 7 years 
Budget estimate of change during fiscal year 1961 (July 1960 to July 
1961—from $284.5 to $280) 


Total budget estimate of increase for the 8 years, July 1953 to 
July 1961 
NoTe.—Old statutory limit of $275 billion raised as follows: 
For fiscal 1955 by $6 billion (temporary). 
For fiscal 1956 by $6 billion (temporary). 
For fiscal 1957 by $8 billion (temporary). 
For fiseal 1958 by $5 billion (temporary). 


For fiscal 1959 by $8 billion (permanently to $288 billion) ; $5 billion (temporarily to 
$288 billion). 


5 For fiscal 1960 by $10 billion (permanently to $285 billion) ; $10 billion (temporarily to 
295 billion). 


NoTre.—Budget message for 1961 indicates request will be made later in session for a 
temporary increase for 1961 beyond the permanent ceiling of $285 billion (emount 
ulspecified, but something less than $10 billion in force during fiscal 1960). 


Interest on the public debt 
1. The debt: Billion 
June 30, 1959 
June 30, 1960 (estimated ) ___ 
June 30, 1961 (estimated ) 


"» 


2. Interest on the debt: Million 
Fiscal 1959 $7, 592 
Fiscal 1960 (current estimate) *9, 300 
Fiscal 1961 (current estimate) 29, 500 

1 Increase of $1,700 million, fiscal 1960 over fiscal 1959. 

2 Increase of $200 million, fiscal 1961 over fiscal 1960, although debt is estimated to 
drop by some $4.5 billion. 

3. In the current fiscal year 1960, interest on the debt averages $25,479,400 every 
day, $1,061,000 every hour, $17,690 every minute. 

4. In the current fiscal 1960, interest on the debt exceeds interest cost for fiscal 
1959 by $4,657,000 every day, $194,000 every hour, $3,230 every minute. 

5. In fiscal year 1961, interest on the debt is estimated to average $26,027,300 
every day, $1,084,400 every hour, $18,000 every minute. 

Now, due to the fact that we have spent and spent and overspent our in- 
come, it has been necessary to raise the interest on Government bonds, in order 
to make them sufficiently attractive to the buyer. Today we are paying in ex- 
cess of 5 percent for short-term loans; Treasury notes of 6 months or a year, 
for money which we formerly borrowed for less than 1 percent. It has never 
happened before in time of peace. 

This situation could have been avoided if even in the last fiscal year the admin- 
istration had recommended and Congress in response to that recommendation, had 
spent $12 billion less than the revenues instead of $12 billion more than the 
revenues. 

With the $12 billion cash in hand we would have paid it on the national 
debt, the cost of living would have dropped, the dollar would have been sta- 
bilized, business would have continued to expand, inflation would have faded 
and our bonds would have again been marketable at far less than present high 
rates, 

But the sky was the limit and the budget recommended and Congress oblig: 
ingly spent $12 billion more than we took in. We were living high on the 
hog and we spent $12 billion more than our income. We whistled for the 
grizzly and the grizzly came. Every month, in an effort to sell that $12% 





billion we spent above revenue, every month more savings bonds were cashed 
than were sold. The public did not want them. Our credit was slipping. Ex- 
ports were dropping. Imports were increasing. The balance of trade was 
heavily against us. Investors abroad were alerted. Foreign creditors, alarmed 
at our improvidence, began to demand gold. Assurances by Chairman Martin, 
of the Federal Reserve Board, have checked only temporarily the demand of 
foreign creditors for gold. Unless the administration and the Congress can, in 
the few remaining months of this fiscal year, restore the confidence of the world 
in the ability of the United States to manage its financial affairs in keeping with 
accepted business principles, our gold reserves will shortly drop below our bank 
requirements. Unheard of. Undreamed of. Incredible. 

But if the Government were the only one to suffer from the effects of this 
spending debauch that would be bad enough. But the Government is the least 
of the victims. When you raise the cost of money above 5 percent to the Govern- 
ment, you raise the cost of money—the rate of interest—to every borrower in 
the United States. And you particularly raise the interest, the cost of borrow- 
ing and the opportunity to borrow to those who are least able to pay exorbitant 
interest. The Government has been lending money for many activities at rea- 
sonable rates of interest. But if the Government must pay 5% percent for short- 
time loans, it cannot lend money for housing, for contractors or builders or 
workmen or for people who need homes, at a rate they can afford to pay. 

Banks and loan associations cannot lend money at 4 or 41%4 percent when the 
Government itself must pay 514 percent. 

One of the greatest beneficiaries of President Roosevelt’s wise provisions for 
credit is the farmer—the farmers in my State and the farmers in your State. 

He authorized the now familiar production credit associations to whom he 
lent money at 314 percent permitting them to lend it to the farmer for 41% per- 
cent, retaining the extra cent for amortization of their debt to the Government. 
Farmers who must have capital for crop production but who cannot borrow ¢ 
cent from any bank, can come to the Production Credit Association and get the 
money they need at a low rate of interest. These associations are managed by 
the farmers themselves and have proven remarkably successful. They are oper- 
ating in every county in my district and in the last 10 years have not lost a dollar. 
Every loan has been repaid with interest. Bankers who formerly opposed them 
now approve them because farmers to whom they could not lend have now pros- 
pered to the point where they carry substantial bank accounts. 

But the Production Credit Associations have received notice that beginning the 
first of the month interest will be advanced to 7 percent, due to the fact that the 
Government must pay 5% percent itself and can no longer lend the money at 3% 
percent. 

So the farmer’s interest goes up to 7 percent. And the farmer, the man who 
works longest and hardest and receives the lowest pay for his labor and the 
lowest return on his investment, whose wife and children work with him, who 
is today receiving the lowest price for his product, and who must pay all of these 
increased costs of operation, machinery, fertilizer, insecticides, and every other 
cost of production—the farmer who is getting less all the time and paying more 
all the time—who is least able to pay—must pay 7 percent for his money. Why? 
Because this administration and this Congress spent $12,500 million more than 
we took in. 

In the same category we have the GI loans under which the veteran is to 
receive money at 514 percent. But when the Government must itself pay 5% 
percent the money sources are dried up and no one will lend the veteran money 
which was available to all as long as a prudent operation of Government finances 
kept governments down to 2 percent. 

Likewise the FHA, created to lend money at 5%, percent and under which 
loans were freely made at that rate, a rate profitable to the Government and 
the borrower alike, is now wholly unworkable because the Government, reuired 
to pay 514 percent interest in the money market, cannot relend it at the statutory 
rate of 534 percent. 

Numerous other instances indicate faintly the widespread disaster resulting 
from high rates of interest which the mismanagement of Government finances 
has brought about. 

There seems to be a general impression that money does not cost the Govern- 
ment anything. But the interest alone on the national debt for fiscal 1960, as 
represented in this budget, is $9,300 million, Every year the Federal Govern- 
ment must pay $9,300 million merely for interest, and with nothing to show for 
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it at the end of the year. Only 20 years ago we operated the entire Government 
on a good deal less than that. Not only does this budget call for $9,300 million 
in interest for 1960, but the President tells us that next year—fiscal 19€1—it 
will be $9,500 million. That is 12 cents out of every dollar of budget spending. 


o as ~ * * * * 
DEFENSE AND NONDEFENSE SPENDING 


Mr. Cannon. Mr. Speaker, heavy defense outlays in recent years has tended 
to obscure the genesis of these inflationary deficit budgets. The impression per- 
sists that they have come primarily from the necessity of heavy defense spend- 
ing. That is not so. It is the nondefense items that have unbalanced recent 
budgets, as the following official data unerringly discloses: 


Net budget expenditures—Defense and nondefense (8 fiscal years 1954-61) 


{In billions of dollars] 


| 
| Major national All other programs | Total net expendi- 
| security tures 


} 

| 

Fiscal year 

| | Including Including 

| Defense-| Tote Asper | highway| Asper | highway 
military | | budget trust budget trust 
fund fund 


| 
| 
| 
Fiscal 1953 (Korean war year) $43. 6 | $i $23. 9 | 
ace . 4.9 | 20.9 | 
Fiscal 1955 _- ---- 35.5 | 40. 24.0 
Fiscal 1956 Nic | 35.8 A 
Fiscal 1957 
Fiscal 1958 
Fiscal 1959 
Fiscal 1960 (latest estimates from 1961 | 
budget document) _- | 
Fiscal 1961 (budget estimates) 
Comparisons: 
(a) 1961 budget compared with last | 
war year (1953) ___. 6 .! +10. 3 
(b) 1961 compared with Ist year of | 
present administration (1954) ____| ea i.3 | 3413.3 


| +13. 
| 
(c) 1961 compared with Ist year show- 
| 
| 
| 


4+16, 





ing surplus under present ad- | | 

ministration (1956) | +-5, 2 | +5, +8. ¢ 
(d) 1961 compared with last completed 

vear (1959) - _- | 2] 8] 


| —.1 
(e) 1961 compared with current 1960 
| 


+. 
+1. 


l 


estimate ies +. 





| 
ie 


+1.4 


1 Includes $378,000,000 estimated to be expended from anticipated 1960 fiscal supplementals, also estimated 
at $1,125,000,000 (all but $23,000,000 of the $378,000,000 is for nondefense). 

2 Represents increase of 11 percent over war year of 1953. 

3 Represents increase of 63 percent over Ist year of 1954. 

4 Represents increase of 77 percent over lst year of 1954. 


NotE.—Highway trust fund began with fiscal year 1957. 


As will be noted, the entire increase of $1.4 billion in spending in this 1961 
budget compared to the year 1960 is allotted to nondefense items. The national 
security total remains unchanged. 

For nondefense, this budget for 1961 proposes spending $13.3 billion, or 63 per- 
cent more than fiscal 1954, the first year of the present administration. Includ- 
ing the highway item, it’s up $16.2 billion, an increase of 77 percent. 

On the other hand, defense spending for 1961 in this budget is $1.3 billion be- 
low the 1954 total. And it is unchanged from the current year. 

The record is plain. Nondefense spending has far outstripped defense spend- 
ing. And it has come at the urging of the administration in a succession of 
record-breaking budgets. 

Before it is too late—if it is not already too late, before the value of the dollar 
plummets still further, we must reverse this relentless trend to ever-increasing 
expenditure. 

This budget is too high. It is inflationary. Wemustcutit. Nothing within 
the power of men to alter should logically be regarded as beyond reach of the 
knife. We should probe deeply into every item. We must dispense with every 
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nonessential. And that includes the defense budgets. It is not so much a ques- 
tion of what we spend for defense as it is what we spend it for. We must dis- 
pense with outmoded, obsolete, obsolescent weapons and systems. We are long 
past the point where we can afford the luxury of adherence to business as 
usual. 

NEW AUTHORITY TO OBLIGATE THE GOVERNMENT 


The amount of authority to obligate the Government, either enacted or re- 
quested, is the most consistently accurate yardstick by which to measure future 
spending. That comes first. Spending follows. The President recommends $79.4 
billion of new obligating authority in this budget for 1961. With the highway 
fund, the requests total $82.6 billion. 

I include a table for the 8 years 1954-61: 
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HAVE LIVING COSTS BEEN REDUCED? 


Mr. Speaker, the inevitable result of these recordbreaking budgets and deficits 
has been a steady upward march in the cost of living. This was also among 
the things they promised to halt. But they have failed in that also. The cost 
of living keeps skyrocketing as the dollar plunges in value. The official index 
hit a new high water mark last November—and that was merely topping record 
high reached in 5 of the preceding 6 months. The dollar is now worth only 
47.3 cents. 

Life savings have been eroded; money accumulated for old age is being dissi- 
pated; pensions and allowances won't do what they were intended to do; wages 
buy less and less; every morning it costs more to set the breakfast table. 

And it is all because we have spent for nondefense purposes money we didn’t 
have—money we had to borrow—for things we could get along without. And 
it has been done at the urging of the administration in these budgets. As con- 
clusively shown, they asked for more and more. 

Here are the official data in support: 


Consumer Price Inder and purchasing power of the dollar 



































| | 
Consumer Price Purchas- || Consumer Price Purchas- 
| Index (1947-49= 100) | ing power || Index (1947-49=100) jing power 
CoS ee _~ e  e : of the 
dollar! |} dollar ! 
(calendar |} | (calendar 
| Allitems|} Foods year Allitems| Foods year 
1939= 100) || 1939= 100) 
i | } 
SELECTED 
59. 4 | 47.1 100.0 || MONTHS—con, 
59.9 7.8 99.2 | 
62.9 52.2 | 94.4 || 1953—January - ----| 113.9 113.1 52.2 
69. 7 61.3 85.2 1954—January - -.--| 115.2 113.1 51.6 
74.0 68.3 80.3 || 1955—January- - -- 114.3 110.6 2.0 
75. 2 67.4 79.0 || 1956—January - --. 114.6 109. 2 51.8 
76.9 68.9 77.2 || 1957—January - ---- 118.2 112.8 50.3 
83. 4 79.0 71.2 || 1968—January_-_...| 2122.3 118.2 48.6 
95. 5 95.9 62. 2 | Rk 6 c<.5s } 2123.5 121.6 48.1 
102.8 104. 1 57.8 || 3 } 2123.9 121.7 47.9 
101.8 100.0 58.3 August......| 123. 7 120. 7 48.0 
102.8 101.2 57.8 |} September--_- 123.7 120.3 48.0 
111.0 112.6 53. 5 | October_-_-- cal 123. 7 119.7 48.0 
113. 5 | 114.6 52.3 |] November. - -| 123.9 119.4 47.9 
114. 4 112.8 51.9 December - _- 123.7 118.7 48.0 
| 114.8 112.6 §1.7 1959—January - -.-- 123.8 119.0 48.0 
114.5 110.9 51.9 February ---- 123.7 118.2 48.0 
116.2 111.7 51.1 March..-....- 123.7 117.7 48.0 
120. 2 | 115.4 49.4 \| Pa ie cho ca 123.9 117.6 47.9 
123. 5 120.3 | 48.1 || SS ae 117.7 47.9 
| SUDB.. nsanecs] . “ES 118.9 47.7 
SELECTED MONTHS | 1] JUy.«.-. |} 2124.9 119. 4 47.6 
| | August... --.| 124.8 | 118.3 47.6 
1046 JUN0.c<cu.s.> | 79.8 | 72, 1 74.4 | September...| 2 125.2 118.7 47.4 
1950—June.._..--.-| 101.8 | 100. 5 | 58.3 || October-...-- } 2125.5 | 118.4 | 47.3 
1952—December. 114.1 | 113.8 52.1 || November- --| 125. 6 | 117.9 47.3 








1 As measured by the BLS Consumer Price Index. 
2 New record high. 


Source: Office of the Secretary of the Treasury, debt analysis staff, Dec. 22, 1959. 
SEVEN-YEAR COMPARATIVE RECORD 


Mr. Speaker, it is timely to submit a comparative accounting of the condition 
of Treasury finances administered during the 7 years thus far under the pres- 
ent administration, fiscal year 1954 through the present fiscal year 1960— 
with the immediately preceding 7 years of fiscals 1947 through 1953 under the 
previous administration. The figures for the current fiscal year 1960 are still 
tentative since there are 5 more months to go, but they are probably close enough 
to the mark to suffice for such comparison. In 3 of the 7 years under the previ- 
ous administration we were at war in Korea. 

Budget revenues during the present administration exceed the previous ad- 
ministration by $150.9 billion. They have taken more taxes from the people. 

Budget expenditures under the present administration exceed expenditures 
under the previous administration by $164.3 billion. They have spent more, 
and as documented, mostly for non-defense purposes. 
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The cumulative net deficit under the present administration is $19.1 billion. 
They have not lived within income. Under the previous administration, it was 
only $5.7 billion, including the 8 war years in Korea. Eliminating the war 
years, there was a surplus, not a deficit. 

As to the public debt, up to this coming June 30, the debt under the present 
administration has increased by $18.4 billion, whereas under the previous ad- 
ministration in 7 years it was reduced by $3.3 billion. In the 4 peacetime years, 
1947-50, it was reduced by $12 billion, but even with the Korean war years, the 
previous administration reduced it. In the last 7 years bigger and bigger debts 
have been saddled on generations yet unborn. 

The following 7-year comparisons are submitted in substantiation: 













7-year comparative figures on income spending, deficits or surpluses, and debt 
changes 







[In billions of dollars] 






7-year tax take, net budget receipts: 
Under present administration (fiscals 1954-60) _--_-----_-_-___-_- 480. 2 
Under previous administration (fiscals 1947-53) -------_------- 329. 3 










Present administration over previous__.....-..._..-..._-..--_- +150. 






7-year outgo, net budget expenditures: 
Under present administration (fiscal 1954-60)___.____________-_- 499.3 
Under previous administration (fiscals 1947-53) --------------_- 







Present administration over previous______.--._____..-....--._ +164. 










7-year deficits: 
Under present administration (fiscals 1954—60, all peacetime years). —19.1 
Under previous administration (fiscals 1947-53, of which 1951-53 
es Orr: Se ee ORO he on dene eek enseewee 







Present administration over previous.__._.................-.... 






7-year changes in Federal public debt: 
Under present administration (July 1953 to July 1960—from $266.1 

I cD So RN i ee wtisiesiine +18. 4 
Under previous administration (July 1946 to July 1953—from $269.4 
TORRID, URIEEDEIGE: VRDBRRNININD WSs) soe Se ee ee 













Present administration over previous__......_--.__-__-__-___ +21.7 


1The net deficit during the Korean war years, fiscals 1951-53, was $9.9 billion. Thus 
the 4 peacetime years, fiscals 1947-50, showed a net surplus of $4.2 billions. 

NotTes.—For simplicity here and so as to tie directly to official “budget”’ figures, amounts 
applicable to the highway trust fund for fiscals 1957-60 have been omitted. 

Amounts included for fiscal 1960, ending June 30, 1960, are estimated as shown in 1961 
budget. 









DANGER 







THE RUSSIAN 









Mr. Speaker, the situation is even more desperate than this. 

We have witnessed in the last decade one of the most remarkable develop- 
ments in history; a nation just emerging from barbarism, a nation which had 
never won a war in all its history has, in the last decade become the greatest 
military power in the world today. They have greater manpower, more modern 
weapons: have attained greater scientific accomplishments: have extended con- 
trol over a majority of the peoples of two continents. And they have indicated 
that they cannot live in the same world with our form of government and our 
system of finance. 

They make no secret of the fact that thev expect to control the word. 

Ten years ago they were not only a backward people, a people without previous 
cultura! training or scientific attainments, their entire land was devastated and 
impoverished by the ravages of war. The German Army, perhaps the greatest 
army ever mobilized, had ravaged their country to the very gates of their capital. 
They did not leave a bridge, a railroad, a building. They stripped the country 
clean of food, factories. supnlies. and foundation herds. On this side at the close 
of the war not a single bridge was out of place, not a brick upon any chimney 
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top had been disturbed, not a single railroad rail had been moved. We con- 
tinued business as usual. We were the greatest scientific nation in the world. 
And still, incredible as it may seem, they have completely outclassed us, com- 
pletely outdistanced us in scientific achievements. 

Down at the Pentagon they waved away any apprehensions about the future. 
“Oh,” they said, “we can destroy any nation that attacks us.” They said the 
Russians have nothing; do not have to be taken into consideration. They have 
no mechanical genius. It was not until the Russians presented indisputable 
evidence, until they put into orbit the first artificial satellite in the history of 
science that we realized our danger. 

Today it is universally conceded that we are 4 years behind them in vital mili- 
tary weapons. It will take 8 or 4 years for us to overtake them, but of course 
the Russians will not play fair, they will not stand still while we are catching 
up with them. They will keep going. Perhaps by the end of the 4 years they 
will then be 8 years ahead of us; at least we have no convincing reason to believe 
otherwise. 

The great need of our Defense Department, the great need for national defense, 
is money. This $12 billion we spent above our revenue last year was not spent 
for war purposes; it was not spent to arm our defense forces; it was not spent 
to develop missiles or nuclear submarines; it was spent for nondefense purposes. 
But if the Russians come over it will not avail us much when instant annihilation 
strikes our centers of population, mobilization, communication, and production. 

So, Mr. Speaker, because I want to leave some time for the distinguished gen- 
tleman from California, let me earnestly recommend that in this session of 
Congress, not for the sake of victory, but for the sake of bare survival we keep 
this budget within the national income. 

There is no second place in a world in which Russia is first. 

I yield to the gentleman from California. 

* ~ + * * * * 


The SPEAKER pro tempore. The time of the gentleman from Missouri has 
expired. 

The gentleman from New York [Mr. Taber] is recognized for 10 minutes. 

Mr. Taser. Mr. Speaker, I am just going to go into a few things that I 


think ought to be called to the attention of the House. 

Just before I came to the floor I looked at the current Treasury statement 
issued on the 12th day of January, and it showed, making adjustment for the 
12 days, that the expenditures of the Government during the period from July 
1, 1959, to December 31, 1959, increased just about $1 billion. The receipts of the 
Government in that same period increased a little over S86 billion. 

In view of the fact that the trend is that way and we have a prospect of 
better revenues in the last half of the fiscal year, I can see no question but 
What the receipts of the Government will be at least $8 billion more in the 
last half of this current fiscal year. This is going to result in a balanced budget, 
provided some of these taxes relating to excises are restored and kept going 
from this point on for another period. That makes practically a balanced budget 
for this year. I am satisfied, with the trend of the economic situation, that 
we can count on an increase in the fiscal year 1961 of receipts and that we should 
not have a terrific increase in expenditures. That is if this Congress and the 
Members of it will go along with what is needed right straight down the line 
rather than for all the frills and gewgaws that a lot of people think they would 
like to have. 

Those things can upset the applecart completely, but if we are going to ap- 
proach anything like a balanced budget and keeping it balanced we must hold 
expenditures down and not authorize all sorts of projects we cannot afford to 
have. You know and I know that everywhere we look we see governmental ex- 
penditures, both Federal, State, and local, getting way out of hand. We must 
remember, however, that the responsibility lies with us to keep from contributing 
to that tendency which is so dangerous at this time. 

I believe, and I have been watching it pretty closely, that the present opera- 
tions of the Defense Department have given us an armed force sufficient to take 
care of our needs. There is no question but what we would be able to repel 
what the Russians might do in the case of emergency. We have got to keep it 
that way. At the same time we have got to cull out of the Military Establish- 
ment as well as everything else the things that are not needed. 

I hope the membership of the Congress will go along with the idea of trying 
to help those of us on the Appropriations Committee who are trying to keep 





these expenditures down so that we will be able to make the Congress’ proper 
contribution to a balanced budget. 

One of the worst things that those of us who desire to see appropriations prop- 
erly justified and the unnecessary items cut out has for many years been the 
back-door approach picture. That resulted in over $5 billion of appropriations 
that the committee had nothing to do with last year. It is about time that 
we stop that approach to the Treasury of the United States. I hope that the 
Budget will not send up any more such things and that the President will not 
approve any more projects passed on the back-door approach to the Treasury. 


PRELIMINARY REMARKS OF CHAIRMAN 


Mr. Cannon. May I say, Mr. Director, and I am certain I am 
speaking the sentiment of the committee when I s say we appreciate 
the many features of this budget which have a hopeful outlook, a 
promise of debt reduction, the expectation of increased revenues, and 
it is the desire of the committee, I am certain, to cooperate as fully 
in every respect, to that extent, with the Director and the Secretary 
of the Treasury and the President of the U nited States. 

It should be unnecessary to say that this is purely a matter of 
business. It should not be affected in any way by bias or partisan- 
ship 

Of course, that is a futile expectation, although I recall very dis- 
tinctly, and I am certain the gentleman from New York, Mr. Taber, 
recalls, that in earlier years a chairman of a subcommittee in present: 
ing an appropriation bill to the House invariably prefaced his state- 
ment with the insistence that there were no politics in the bill. Of 
course there should not be. 

Unfortunately, in recent years we have increasingly rejected that 
policy more and more and we have injected partisanship into the 
discussion of the supply bills until they have too often become the 
bone of political contention, especially in election years. 

It is to be hoped—and I am certain this is the wish of all members 
of the committee on both sides of the aisle—that any undue partisan- 
ship can be avoided and we can handle them from a purely ‘tnasinaie 
point of view. I am certain that is the intention of the President, 
the intention of the Bureau of the Budget, and the intention of the 
Secretary of the Treasury. 


CRITICAL NEED FOR BALANCED BUDGET 


Mr. Cannon. I recall, Mr. Director, when you presented your 
statement a year ago you said in a release to the press you thought 
if we failed to balance the budget that year, for the current fiscal 
year, it would never be balanced. U nfortunately, it was not balanced 
by a very wide margin. 

I wonder what your opinion is, Mr. Director, this year? Do you 
consider this year, as you considered last year, a critical year, a point 
of no return? Would you say again, as you said on that occasion, 
that if we fail to balance the budget this y year, in your opinion, it 
will never be balanced ? 

Mr. Srans. Mr. Chairman, without disagreeing with your quota- 
tion, I believe the remark I made with respect to the urgency of bal- 
ancing the budget was with respect to the budget for 1960, the one 
which was before the Congress last year, and I still feel it is a critical 
one; that we should make every effort to keep that budget in balance 





despite all of the things that have happened in the form of the steel 
strike and other unfavorable factors. I feel the same way with re- 
spect to the budget for 1961. I do not mean to say the country will 
be destroyed if we fail in any one given year to make our revenues 
equal to our expenditures, but I think we are at a critical point in 
the sense that here is an opportunity to turn the corner from a direc- 
tion of having deficits, from spending in excess of revenues, to the 
point where we can not only balance the budget, but we can begin 
to make some payments on our tremendous national debt. 

I do not need to point out to the chairman and the committee that 
the interest on our debt alone is taking up 11 cents on every tax dol- 
lar. Through the history of the country, Presidents and Congresses, 
year after year, have sought to reduce the burden of our debt. I 
think this is the opportune time to begin to do so again. And be- 
cause it is an opportune time to do so, it is a critical time because if 
we fail to balance the budget and make a payment on our debt at a 
time when it is so clearly possible, then I feel we will have allowed 
the public to believe we do not ever intend to do so. 

For that reason, Mr. Chairman, I think it is very important that 
we hold the dimensions of this budget and we do everything we can 
to make the payment on the national debt. It is only by taking that 
step that we can ever hope to find a way to relieve in some way the 
heavy burdens of taxation upon our people. 

Mr. C(nnon. In order that we may fully understand the purport 
of the statement the Director made last year, I will read briefly from 
an editorial in the Washington Star under date of Sunday, Feb- 
ruary 8, 1959. This editorial is captioned, “Now or Never.” 

It reads: 


Several days ago Budget Director Stans said that if the Federal budget is not 
balanced this year— 


and that was the 1960 fiscal year— 
it will never be balanced. 
And the Star agreed with him. 
The editor goes on to say : 


This we believe is a correct estimate of the Nation’s fiscal outlook, and it 
is against this background one should appraise the maneuvering in Congress 
over the bills to provide Federal funds in the coming year. 


“In the coming year” is added on my part. 
It goes on to say, and I think this has been true in every year I 
recall : 


There are those of course who do not believe in balanced Federal budgets. 


Unfortunately that is still true, there are those who do not believe 
in balanced budgets. And when you quote budget figures on the floor 
of the House they wave them aside and tell us they are not bound 
by any budget, or any figures, or any recommendations proposed by 
the executive branch of the Government. Of course, those who have 
no respect for budgets are those who want to spend more than the 
budget provides for or more than our income. Any Member of the 
House or the Senate who wants to spend more money than the ad- 
ministration considers proper waves aside the budget and says, “We 
are not bound by the budget.” 





24 


I would like to say, and I believe the committee agrees, Mr. Sec- 
retary, we have the greatest confidence in the recommendations of the 
administration through the budget and that we welcome especially 
those restrictions in the budget which will tend to curtail avoidable 
expenditures. 

You know, Mr. Director, the greatest duty developing upon the 
Congress, and one of the most difficult, is that of protecting the 
money of the taxpayers in the Federal Treasury. There are today 
some people who want to get into the Federal Treasury, who want 
Federal money, so many lobby ists, and unfortunately so many mem- 
bers of the Congress who, in a determination to have Federal funds 
for personal or local purposes, will use every possible effort, resort to 
every device, to get money out of the Treasury put there by the tax- 
payers, and put there under realization of the responibility of the 
Congress to protect the resources of the Nation. 


FIRMNESS AND RELIABILITY OF BUDGET ESTIMATES 


We desire to cooperate in every way possible in achieving the ob- 
jectives of this budget, but I wonder, Mr. Secretary, if we can de- 
pend absolutely on everything in this budget ? 

In past budgets we have found serious errors, and I would like to 
read a statement made on the floor of the Senate on September 2, 1959: 

At a meeting of the Committee on Finance within the last 2 or 3 months, Mr. 
Stans, the Director of the Bureau of the Budget, admitted to the committee that 
the increased cost of interest on the national debt was $500 million in excess of 
what he had estimated it to be in the budget presented in January. 

Of course, that was not an intentional error, but it was an error, 
and this committee must take into consideration in going over the 
budget the possibility that those who have drawn up the budget are 
fallible. 

You will recall, Mr. Director, that our attention was called not so 
long ago to the fact that the Budget had made an error of $4 billion; 
that they had overlooked a $4 billion item. 

So I would like to ask if we can depend in your opinion upon every- 
thing that is in this budget? Do you think it is possible there are 
any ‘such errors as those to which I have referred in the pending 
budget. In your opinion, can we depend on every statement and 
every representation made by the Bureau in submitting this budget ? 

Mr. Srans. I think that you can depend upon the “good faith of 
everything in this budget, but. I must say to you that there are many 
elements in it which have to be based upon estimates of things that 
will happen in the future. Estimates of economic conditions affect 
the level of revenues, may affect the cost of interest, may affect some 
of our expenditures under welfare programs, and so on. 

I think the best answer to you comes from a definition of what a 
budget by the President really is, or is intended to be. 

It is the President’s program, or plan, for the fiscal operations 
of the country on the assumptions upon which it is predicated. The 
Secretary of the Treasury has indicated the assumptions of economic 
conditions. They bear importantly on what may happen. None of 
us would possibly undertake to guarantee there would be no changes 
in those conditions, or that we might not find somewhere along the 
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line that revenues are significantly less, or even significantly greater, 
than the amount we have shown. 

So I must say, Mr. Chairman, that you cannot depend wholly upon 
these figures except on the good faith of those who prepared them 
to use the best estimates based upon their best information available 
at the time they prepared them. 


CRITICAL NEED FOR SURPLUS AND DEBT REDUCTION 


Mr. Cannon. Now, the outstanding feature of this budget, Mr. Di- 
rector, is the promise of a $4.2 billion surplus, and of all of the prom- 
ises made in this budget that is the one which I personally hope you 
can carry out. 

And the second most important feature of the budget is the promise 
of the President to apply that surplus to a reduction of the national 
debt. 

You know, Mr. Director, that the increase in the national debt 
is almost beyond belief. How sane, sensible businessmen in the ex- 
ecutive departments and the legislative branch of this Government 
should continue year after year to raise this debt to the point at 
which it now stands is all but incredible. Certainly everyone must 
realize that eventually we reach the point beyond which there can 
be no hope of ever repaying it. 

In the history of every nation in which there has been a financial 
collapse the time came when their currency was utterly valueless. 
And the value of our dollar has declined, year after year, at the rate 
of approximately 1 centa year. It has decreased in purchasing power 
until it cannot be so very long, if this situation continues, when we 
will have a 10-cent dollar. 

There must be some place where we are going to make a point 
from which we will start our effort to beat back against the tide, 
or it will be too late. 

Are you certain, Mr. Director, that it is not too late already; we 
have gone so far—so deeply in debt—that we must eventually repudi- 
ate our obligations and start printing money? 

Mr. Stans. Mr. Chairman, I do not think it is too late. I certainly 
think if we take strong, forceful action at this time to contain our 
spending to reasonable amounts, and if the economy continues to 
grow, we can produce a margin of surplus such as is proposed in this 
budget. But I think, as I said earlier, that this is a critical period 
and a critical time for that kind of a decision because if we do not 
determine now to balance our budget and reduce some of our debt in a 
year of prosperity, which is the greatest in the history of the country, 
then I think we will have led the public to believe that we never 
intend to pay off our debt. Certainly we will be confronted with the 
fact that as the business cycle goes up and down there will again be 
years of recession in which it will be impossible to balance the budget 
by any action of the Congress or the executive branch. That would 
leave us in a position where in times of recession we are adding to our 
debt, and in times of prosperity we are not paying anything off, and 
I think that that would be a terrible mistake and would be extremely 
harmful for the Nation. 
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The chairman himself has made many eloquent statements on the 
floor of the Congress along these lines, and I have commended him 
for it. I think this ee a very serious matter and especially a very 
serious matter this year. I hope the Congress will do everything it 

can to support the P dea in the proposals that he has made, 

Mr. Cannon. Mr. Director, I cannot think of any greater catas- 
trophe that could befall the Nation or that could befall the world than 
the collapse of our currency. 

The dollar has been, the world over, for many years, a standard of 
value, the one thing to which all nations felt they could anchor. 

If that should fail us, the result would be indescribable. And this 
budget is constructed with the idea, then, that eventually we propose 
to pay every dollar of our debts and every cent of interest. Is that 
true ¢ 

Mr. Stans. I would hope so, Mr. Chairman. It will take a long 
period of time—many, many years—but I certainly think we ought to 
start on 1t now. 

Mr. Cannon. How long under reasonable conditions do you think 
it would take us to pay off the national debt ? 

Mr. Srans. All I can say, Mr. Chairman, is that if we had a sur- 
plus of $4.2 billion a year continuously without interruptions and 
without recessions, that it would still take us about 70 years to pay 
it off. 

Mr. Cannon. At least that is our program then, to pay this debt, 
every cent of it, with interest ? 

Mr. Srans. That certainly is mine, and I am sure it is the Presi- 
dent’s, and I am sure it is that of the Secretary of the Treasury. 

Mr. Cannon. Of course, such a question may answer itself, but you 
know time after time great nations with great resources have suffered 
financial collapse. So it is not amiss for us to check back on the 
wreckage of improvident nations that strew the shores of time in 
consideri ing what might befall us and certainly the rate at which our 
debt has been increasing and the tremendous heights to which it has 
risen today and the abandonment of even a statutory ceiling any one 
of which should cause us to pause and take notice. 


PROSPECTS OF HIGHER SPENDING IN FISCAL 1962 


Mr. Cannon. Now, before we take up the consideration of this 
budget specifically, Mr. Director, I note that you, in your recent state- 
ment to the press, said you thought that the 1962 budget might well be 
$1 billion larger than this present 1961 budget. 

On what do you base that expectation? 

Do you expect to ask for more money than is requested in this 
budget ? 

Mr. Srans. So far as I know at this time, Mr. Chairman, there 
are no items that we expect to ask for in addition to this budget for 
1961. I point out that there is a reserve for contingencies of $200 
million of expenditures provided in this budget and that there are 
in the process of being considered a number of small items that will 
come within that amount, but beyond that there are no items that I 
know of that will be presented to the Congress this year. 





Mr. Cannon. But you do expect the following budget, the budget 
for fiscal year 1962 to be a billion dollars larger than this budget or in 
excess of this budget ? 

Mr. Srans. I would not quite say that because I think there are pos- 
sibilities that action by the Congress may make it possible to develop 
some reductions in 1962, but I would put it this way: That if this 
budget is adopted exactly as proposed, that there are in existing laws 
and commitments and in this budget new commitments that would 
cause certain items in the 1962 budget to be about a billion dollars 
higher than in the 1961 budget, subject, of course, to such reductions 
and nonrecurring items as may happen. 

What I am saying is that there are built-in increases in existing 
legislation and commitments that will push some 1962 costs still higher. 
I am referring to such things as veterans’ pensions, military retire- 
ment, civil service retirement, the continuation of public works proj- 
ects that are already started and underway, the continuation of our 
program in outer space, the continuation of our program to modernize 
the airways, the commitments that have been made under the De- 
velopment. Loan Fund for foreign loans—all of these things are al- 
ready built in, that of themselves will add a billion dollars to next 
year’s budget. 

At this time, I do not know how much we can find by way of offsets 
or reductions, but that measures the scope of our problem for 1962. 

Mr. Cannon. Would you say that is true of budgets still further in 
the future? 

Mr. Srans. I would say in principle that is true. There are many 
built-in commitments of this Government that are pushing our levels 
of spending higher and higher. I wouldn’t attempt, Mr. Chairman, 
to estimate how much they are for any given year because I have not 
made any effort to isolate them by years. 

Mr. Cannon. Many of the States, like the Federal Government, 
are facing mounting costs and depreciated dollars and will require in- 
creased income—that means increased taxes. If Federal costs keep 
going up, requiring more and more taxes, do you ever expect to be 
able to devise budgets as far as aid to the States is concerned, with 
that in view ? 

Mr. Stans. Mr. Chairman, as you know, the President has taken a 
strong position on a number of items affecting aid to the States, pro- 
grams of one kind or another. He believes that the local responsi- 
bility should be met locally in large part, and the State responsibility 
should be met by the States, except for such programs as the Federal 
Government may devise to create incentives for the States to take 
action on their problems. 

I think that one of the major issues affecting us right now is the 
extent to which the Federal Government undertakes to assume the 
problems of providing for services and governmental functions which 
have always been considered to be local. 

We have the problem in connection with stream pollution before the 
Congress at the moment and there are many similar illustrations. 

I do not think the people gain by having those problems assumed 
by the Federal Government, and I think we are much better off if we 
limit the Federal activity to the creation of incentives to the States 
and communities to solve their problems, rather than to tax the people 
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of the country by the Federal Government and have the Federal 
Government hand the money back to the communities. 











TAX PROPOSALS IN 1961 BUDGET 











Mr. Cannon. In projecting your budget into future years, do you 
expect to continue all present, taxes ? The tax program is today ‘the 
most comprehensive and perhaps the most burdensome of any within 
our peacetime history. Still, we are not only continuing it this year, 
but you are adding to it. The President recommends that we not ‘only 
continue every tax imposed upon the people today, but that we add to 
the burden of that tax in the coming year. 

In projecting into 1962 and further years, looking forward to the 
time when, as you say, we can pay the Federal debt in order to meet 
that program, do you expect to continue current tax rates and current 
taxes ? 

Mr. Srans. Mr. Chairman, I would like to comment briefly, if I 
might, on the additional items that are proposed this year for assess- 
ment against the people, and then I would like the Secretary of the 
Treasury to answer the broad question of what he foresees in future 
years for taxes. 

There are two principal new items that affect the budget in the way 
of recommendations for additional taxes and revenues. One is the 
proposal to tax aviation fuels at 4144 cents a gallon. At the present 
time aviation gasoline is taxed a net amount of 2 cents a gallon. This 
proposal would bring the tax on aviation gasoline only slightly above 
the tax now paid on gasoline used on the highways. 

In addition, at the present time there is no tax on jet fuels used by 
the aviation industry, and the proposal is that jet. fuels should be 
subject to the same tax as other aviation fuels, for the principal rea- 
son that at the present time, as many of the aircraft are becoming jet- 
powered, the Federal Government 1s actually losing revenues. 

The second proposal that affects revenues, and ‘would reduce net 
budget expenditures, is the proposal to increase postal rates. 

The Congress has considered it, I know, many times. I think the 
most significant action by the Congress in this respect was in the 
Postal Policy Act of 1958, in which it declared the policy of the Con- 
gress to be to cause postal revenues to be at such levels as would cover 
all of the expenses of the postal establishment, except certain items 
that are described as public services. 

In this budget we have identified the public service items at $49 
million, consistent with the Congress action last year on the same 
items. After including those in the budget, there is still an amount 
of $554 million of loss in the Post Office Department. The budget 
reflects a proposal to increase revenues by that amount, consistent 
with the determinations of the Congress itself that that should be 
done. I may point out that under the 1958 law the Congress has fixed 
the calendar year 1960 as the first year in which such adjustments will 
be made. 

Now, with respect to the general trend of taxation, Mr. Chairman, 
I should like Secretary Anderson to address himself to that. 
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FLOOR REMARKS BY CHAIRMAN AND RANKING MINORITY MEMBER ON 
1961 BUDGET 


Mr. Cannon. We will call on the Secretary presently. 

If there is no objection upon the part of the committee, we will in- 
sert at the conclusion of the Director’s and Secretary’s opening state- 
ments, as we have done in previous years, the statements made Mon- 
day by the chairman and the ranking minority member of the com- 
mittee on the floor of the House. 

(The information referred to may be found beginning on p. 10.) 


ADDITIONAL FEDERAL EMPLOYEES PROPOSED IN 1961 BUDGET 


Mr. Cannon. Mr. Director, this budget urges economy, but it also 
urges the addition of some 31,000 more Federal employees to the rolls. 

Do you have a tabulation of increases by departments and agencies ? 

Mr. Srans. Yes, I do, Mr. Chairman. Would you like to insert it 
in the record ? 


Mr. Cannon. We will insert the table at this point. 
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(The tabulation referred to is as follows:) 


Federal civilian employment, executive branch, 1961 budget, end of year 


Change, | 


1960 1961 1961 over Reason for change 


Cabinet departments: 
Agriculture 


Commerce d 
Defense-Civil 
of Engineers. 


Corps 


Health, Education, | 59,099 
and Welfare. 


Interior 
Justice 
Labor 


Post Office 

State, excluding 
International 
Cooperation 
Administration. 

Treasury 


Total, Cabinet de- 
partments, 
except Defense- 
Military. 


Defense- Military 1, 049, 


Other agencies 
Atomic Energy 
Commission 
Mutual security 
International 
Cooperation 


iministrat 


General Services 
Administration 


Housing and Home 
Finance Agency. 

Office of Civil and 
Defense Mobili- 
zation. 

Federal Aviation 
Agency. 


National Aeronau- 
tics and Space 
Administration. 

All other agencies 74, 182 

Total, other agen- 349, 146 
cies. 

Grand total 


2, 355, 027 


031 


76, 271 
363, 998 


2, 383, 812 


81, 289 | 


380, 672 


(2, 414, 733 


| 


1960 


+6, 296 


15,018 
+-16, 674 


+-30, 921 


Largely expansion of Forest Service, 
soil and water conservation pro- 
gram, and regulatory activities. 

Cessation of decennial census. 

Expanding workload resulting from 
new projects authorized in recent 
years. 

Increased medical research in dis- 
eases, etc.; expanding food and 
drug regulatory activities; higher 
social security workload. 

Primarily increased workload in na- 
tional parks and for Indian care, 

Largely for FBI staffing and expand- 
ing prison population. 

Mostly revision of Consumer Price 
Index. 

Rising mail volume, 

New posts, added embassies, and 
staffing for other oversea offices, 


Primarily revenue agents, customs 
inspectors, and supporting staffs, 


General reduction including transfer 
of personnel to NASA. 


Management of more complex pro- 
gram 
Expansion of technical program over- 


seas. 


Primarily decreasing workload for 
direct loans and readjustment bene- 
fits and improved eiliciency. 

Largely management of additional 
space and expansion of construc- 
tion 

Expanding urban renewal and Fed- 
eral housing program, 


Expansion of the Federal airways 
system—operation of new facilities 
and increased workload on existing 
facilities. 

Expanding outer space functions 
including those to be transferred 
from the Department of Defense. 
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Mr. Cannon. Thank you, Mr. Director. 

There is an exception to the rule in at least one department. In 
the Department of Defense you show a decline this year and ir past 
years. To what is that due? Could it be due to transferring work 
to private contractors ? 

Mr. Stans. No, Mr. Chairman. It is not supposed to be due to 
that. The general idea is that the Department of Defense can and 
should gradually reduce its civilian employment and the budget so 
provides. It is not intended that that is to be accomplished by the 
hiring of private contractors, and I am sure the Defense Department 
is fully aware of that intent. 


2 PERCENT PERSONNEL REDUCTION DIRECTIVE 


Mr. Cannon. The President issued a directive, as I recall it, that 
personnel be reduced by 2 percent. Have you followed the Presi- 
dent’s directive in that respect ? 

Mr. Stans. I may say, Mr. Chairman, that that directive has now 
been issued 2 years ina row. It was issued in the fall of 1958 with 
respect to the fiscal year 1959, and I can report to you that the actual 
reduction for that year was 2.2 percent below numbers of employees 
which could have been hired and employed within the amounts of 
money available. 

Now, with respect to the year 1960, which we are in now, the same 
directive has been issued. Up to the moment, the indication is that 
the reduction will be slightly over 1 percent on the basis of the finan- 
cial and other plans submitted to us by the agencies. We are not 
wholly satisfied with that extent of reduction, and we are pressing 
the agencies for further reductions. I am not sure that we can attain 
the full 2 percent on an average because there are some operations that 
we just cannot reduce in a program like this, such as internal revenue 
and veterans’ hospitals, et cetera, but it is my hope that we will be 
fairly close to a 2 percent average reduction in employment on June 
30, 1960. 

Again, I want to make it clear, Mr. Chairman, I am not speaking 
of an absolute 2 percent reduction between two different dates. I am 
speaking of having 2 percent less people on the payrolls than can be 
funded with the appropriations available. 

Mr. Cannon. Without objection, we will include in cio record at 
this point page 41 of the booklet, “Federal Budget in Brief,” dealing 
with this phase of the budget. 

(The page referred to is as follows:) 


FEDERAL CIVILIAN EMPLOYMENT 


In 1961, over 40 percent of all Federal civilian employees of the executive 
branch will be employed by the Department of Defense. When employees of 
the Post Office Department and the Veterans’ Administration are added to this 
total, about three-quarters of total Federal employment is accounted for. Other 
large employing agencies are the Departments of Agriculture, with 102,000 
employees estimated at the close of the fiscal year 1961; Treasury, with an 
estimated 80,000; and Health, Education, and Welfare, with an estimated 
64,000. 

Total employment is expected to increase by about 31,000, slightly over 1 per- 
cent, from June 30, 1960, to June 30, 1961. Major increases are 22,000 in the 
Post Office Department (to handle increased mail volume and provide more 
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delivery points), 6,000 in the National Aeronautics and Space Administration 
(to step up its program), 5,000 in the Federal Aviation Agency (to construct 
and operate modernized airway facilities), and 3,000 in the Treasury Depart- 
ment (mainly for improved tax law enforcement). These increases and some 
in other agencies will be offset in part by an estimated decline in civilian em- 
ployment in the Department of Defense. 

Total personal service costs are expected to be $12.7 billion in 1961, which 
is $163 million more than in 1960. Personal service costs include, in addition 
to Salaries and wages, living and quarters allowances; salary differentials for 
service abroad and hazardous duty; overtime and other premium pay; but do 
not include retirement benefits. 


Federal civilian employment, executive branch 


{In thousands] 


Department} Post Office | Veterans 
Total of Defense | Dep. artment/| Adminis- | 
tration 
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FOREIGN CURRENCY PROPOSALS IN 1961 BUDGET 


Mr. Cannon. It has been noted, Mr. Director, that you deal rather 
comprehensively with controlling use of foreign currencies acquired 
under various programs. This is rather a complex matter. Many 
appropriations involving quite a number of our subcommittees are 
involved. I wonder if you would review that situation briefly in a 
very general way? 

Mr. Srans. I will be very happy to, Mr. Chairman. Before I do, 
I may say that we have a report on this matter substantially com- 
pleted, and I think it will be in the hands of the committee ‘by the 
early part of next week, which summarizes our problems of dealing 
with and controlling the use of foreign currencies. It is an area in 
which there is a great deal of confusion because there is a general pre- 
sumption on the part of many people that because we have a couple 
of billion dollars of foreign currencies around the world that we 
ought to spend those first before we spend our dollars. 

Among the difficulties with that, Mr. Chairman, is the fact that the 
foreign currencies that we have in surplus exist in a very small num- 
ber of countries, whereas our spending takes place in most of the other 
countries of the world, but more basic than that is the concern that 
we have had for some time that the agencies of government may be 
inclined to consider these foreign currencies as something that is 
available free and therefore proceed to spend them without budgetary 
or congressional control. Secondly, most of these foreign currencies 
are generated out of our program to dispose of surplus agricultural 
products. ‘To the extent that the currencies are used and “useful for 
other programs of the Government, we think they should be charged 
to the costs of operating those programs, and that the amounts in- 
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volved should be removed from the costs of operating the farm 
program. 

All of that has been accomplished in the proposals in this budget. 
Every agency of the Government that wants to use some of these 
foreign currencies for its programs is required to submit an appro- 
priation request to this committee and the sum of those requests will 
be credited to the program of price support in the Department of 
Agriculture. 

There are many other complexities in this matter, Mr. Chairman, 
The use of these currencies actually involves dollar costs because many 
of the requests are for the use of currencies which are not in excess 
supply. The appropriation provisions which we have proposed dis- 
tinguish between currencies which will in effect require the use of 
dollars (if they are in short supply) and the use of currencies which 
are in excess, so that the committee and the Congress will be quite aware 
of the fact that in some cases we are using currencies which we have 
tremendous quantities of and in other cases we will be using curren- 
cies which are actually not in excess and which we will have to go 
out and purchase for other purposes. 

One important point about all this, however, that I should make is 
that the inclusion of appropriations to purchase the foreign currencies 
in the budget does not have any effect on total obligational authority 
or on total expenditures. All it does is to take the charge from one 
agency, the Department of Agriculture, and charge it to the agencies 
that use the currencies, so the total is unchanged. 


Mr. Cannon. We shall be glad if you can elaborate on that state- 
ment, Mr. Stans. We would like to have as much information as you 
can give us. 


The following information on foreign currencies comes from Special Analysis 
B of the 1961 budget. Additional information on this subject will be found in 
that analysis, pages 925 to 935 of the budget. 

In addition the special report on methods of control over the use of foreign 
currencies referred to earlier has been forwarded to the Committee on Appropria- 
tions. It includes a description of the several methods of control now in use 
for the various programs, an appraisal thereof, and additional information in 
support of the control methods recommended in the budget. 

Need for foreign currencies.—The U.S. Government carries on extensive ac- 
tivities abroad, involving almost every country in the world. In the normal 
course of these worldwide operations, it has need for and it acquires large 
amounts of currencies of many countries. Some of these currencies are ac- 
quired through Government agencies’ activities; others must be purchased. 

Recent estimates indicate that Government agencies will require about $2.3 
billion of foreign currencies in 1961 to perform their regular operations abroad, 
as indicated in table 1. The approximate supply of currencies available in the 
Treasury far sale to agencies in 1961 to meet these regular needs is estimated 
to approximate $474 million. However, only about $130 million of this amount 
can be used to meet 1961 needs because the availability of currencies of indi- 
vidual countries does not match the needs for the currencies of those countries. 
This leaves a total of over $2.1 billion of foreign currencies which will need 
to be purchased commercially by our disbursing officers. 

In 66 of the 83 countries listed in table 1 the approximate supply of cur- 
rencies available in 1961 is less than our anticipated needs for regular opera- 
tions, with the result that the United States will have to purchase the curren- 
cies of these 66 countries. With respect to total value, over four-fifths of the 
U.S. agency requirements are concentrated in five countries in which the United 
States receives foreign currencies in much smaller amounts; namely, Germany, 
Canada, Japan, France, and the United Kingdom. The preponderance of cur- 
rencies available to the Treasury for sale to agencies for regular operations is in 
countries such as India, Israel, Pakistan, Poland, Spain, and Yugoslavia, where 
our needs are much less. 
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TABLE 1.—Requirements and availability of foreign currencies for the payment 
of U.S. obligations 


{In millions of dollar equivalents] 


| Residual Residual 
Estimated | Approximate) amounts require- 
Country require- supply, available ments for 
ments, 1961 1961 | for use purchase of 
| after 1961 currencies 
in 1961 


Afghanistan_.._- 
Argentina 

Australia 

Austria 

Belgium 

Belgian oversea territories 
Bolivia 

Brazil 

Burma 

Cambodia 

Canada 

Ceylon 

Chile Kites 
China, Republic of 
Colombia — 
OSG RIGOR. cadnascns 
Cuba 

Czechoslovakia 
Denmark pacabatin 
Dominican Republic. -- 
Ecuador _ -.-- 

El Salvador... 
Ethiopia --_-_- 

Finland 

France : 
French oversea territories 
Germany 

Ghana 

Greece i 
Guatemala 

Haiti pit 
Honduras-.- 

Hungary 

Iceland 

India- 

Indonesia. . 

Iran._. 

Iraq-.-..- 

Ireland __- 

Israel_- 

Italy 

Japan 

Jordan- 

Korea. 

Laos 

Lebanon. 

Liberia... 

Libya. 

Luxembourg 
Malaya-. 

Mexico_. 

Morocco. -_- 
Netherlands. --- 

New Zealand___- 
Nicaragua 

Norway 

Okinawa. 

Pakistan 

Paraguay --. 

Peru 

Phillipines. 

Poland___ 

Portugal. _- 
Portuguese oversea territories- - - 
Rumania. 

Saudi Arabia 
Somaliland_- 

Spain 

Sudan 

Sweden_ 

Switzerland 
Thailand__-. 

Tunisia_ 

Turkey ; 
Union of South Africa_- 
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TABLE 1.—Requirements and availability of foreign currencies for the payment 
of U.S. obligations—Continued 


[In millions of dollar equivalents] 


ee 















| Residual | Residual 
| Estimated | Approximate amounts require- 
Country require- | supply, | available | ments for 
| ments, 1961 | 1961 | for use | purchase of 
| after 1961 currencies 
| } in 1961 
each acelin indeinaistintiitabioe + icles nae —|——__—~ 
U.S.S.R.... ppiigedia é $0.7 | Oi aenscce $0.6 
United Kingdom.....__-- ‘ ere | 183. 2 | 1.6 |.--.---------- 181.6 
United Kingdom oversea territories_ _- : 12.8 oe. Bikeouewem a 12.8 
United Arab Republic: | | 
Nn re lg 1.8 13.0 | Shira -laeosabouan 
Syria. as . 4 1.1 oF tae idea, 
Uruguay. : fei 4 4.2 SS hiuennsdaces 
J ln eee | 1.4 i avail 1.3 
Vietnam ied J 5 6s ais 3.1 
I as ania eS 4 37.9 BO. D enetiineaes i 
i ge eee 2, 271.8 | 474.5 | 344.2 | 2, 141.6 


| 





1 Excludes restricted currencies which are available only for loans and grants in foreign countries or for 
specific U.S. ageney programs, estimated in total at $2,935,700,000. 
2 Less than $50,000. 


Sources of foreign currencies without purchase with dollars.—Most currencies 
accruing to the credit of the United States result from past or current inter- 
national agreements authorized under several laws. In most cases, these inter- 
national agreements reflect either sales arrangements, wherein commodities 
(usually surplus agricultural commodities) are sold to a foreign purchaser for 
currencies, or they reflect loan agreements, wherein dollars or foreign currencies 
themselves are lent to foreign borrowers and may be repaid in the currency of 
the borrower. Currencies also become available in much smaller amounts under 
special international agreements and the normal operations of the U.S. Govern- 
ment abroad. 

Table 2 summarizes for 1959, 1960, and 1961 the collections, expenditures, and 
balances of foreign currencies. 

This table reflects the inflow and outflow of all U.S.-owned foreign currencies. 
(It excludes foreign currencies held in trust, of which $35.9 million were on 
hand at the end of 1959, and currencies obtained by dollar purchase.) 

The cash balances carried forward at the end of 1961 are estimated to total 
$2.2 billion. Of this amount, approximately $1.1 billion is estimated to be avail- 
able for U.S. agency purposes—either for special programs or for general U.S. 
use. The remainder is expected to be available under international agreement 
or under law only for loans and grants in foreign countries. 
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TABLE 2.—Summary of collections, expenditures, and balances of 
foreign currencies 


[Fiscal years. In millions of dollar equivalents '] 





| 
1959 actual | 1960 estimate | 1961 estimate 
































Cash balances brought forward (in Treasury and agency 
accounts): 
Public Law 480, sales of agricultural commodities (title I) $1, 412. 4 $1, 661.4 $1, 738.1 
Mutual security proceeds of sales of agricultural and other 
OOM Solin. oka hiniidacntedins bs6<45ebedsten’ 318.9 | 276.9 266.8 
Development Loan Fund..................--..- Se a 3 lL.1 
Other__- edddasiasencen Jaina aaa eniaaie San 51.8 105. 2 132.9 
DOIG us 5 sc necwatis ip es 5 ea keeeeeesas ae Te ; 1, 783.0 | 2, 043. 8 2, 149. 4 
Collections: | 
Public Law 480, sales of agricultural commodities (title I) 836. 9 840. 5 912.5 
Mutual security: 
Proceeds of sales of agricultural and other commodities 220. 1 150.0 160.0 
U.S. portion of counterpart deposits. _............-- 19.9 12.7 12.7 
Other mutual security collections. __......-...-.-- 37.6 5.6 27.2 
Other nonloan collections: } 
Contributions for support of U.S, forces abroad - .._- 46.5 23.1 ne 
Surplus property and lend-lease___---- aodawaee 61.7 60.7 35.7 
Informational media guarantees. -_.--........ sae 7.5 7.5 7.5 
Miscellaneous 5s aie an eee etnies Si ‘ 31.5 51.5 47.2 
Loan repayments (principal and interest): 
Development Loan Fund._..-....--.- Siok chaune .3 11.8 25.1 
Public Law 480 loans. . . Stier. eee een zacks 19 5.4 17.0 
A ROT BONN. 4 6 ide nminins ergs ntimbobimee ath 6.7 12.0 16.0 
Subtotal_.__._-- Ue nedde dcumseetbedbasadseece 1, 269.9 1, 180.9 1, 260.8 
Deduct— 
Sales for dollars to appropriations and funds: 
For credit to miscellaneous receipts. __........-.-.--- 150. 2 128.2 73.5 
For credit to appropriations and funds___..........-- 89.8 | 92.6 154.3 
Expenditures in agency accounts. ____._.............----. 729.0 814.5 960, 2 
Adjustment due to changes in exchange rates_._...........--. —42,3 —40.0 —40.0 
Other adjustments ; Lae aan aa 2.3 . pawae aa 
Cash balances carried forward (in Treasury and agency 
accounts) a a a ha a ee ee 2, 043.8 2, 149.4 2, 182. 2 
Estimated availability for use of these balances is as follows: 
Available only for loans or grants in foreign countries. . --- 1, 156, 2 1, 150. 4 1, 068.3 
Nee BE tes ES nic ect niece ep nadnacuseeuks 887.7 999. 0 | 1,113.9 





! Collections at rates specified in loan and sales agreements, except nonloan collections. Nonloan collec- 
tions, sales, and expenditures at Treasury selling rates. 


Limits on uses of foreign currencies.—International agreements, and in many 
cases the nature of the economy on which they are a claim, restrict the use of 
the greater part of these currencies. 

First, sales of agricultural commodities, through which most of the currencies 
are acquired, are often largely concessional. In these transactions the purchas- 
ing country seeks to minimize the real cost of the sales to itself in terms of 
export of its resources. This practice comes about in part because the sales are 
generally over and above the amount of exports the United States could sell in 
the international market on commercial terms (for dollars), and in part because 
U.S. foreign policy usually has the objective of aiding the economic development 
of the country involved. As a result, large amounts of currencies acquired by 
the United States from the sale of farm commodities are restricted by the pur- 
chase agreement so they can only be loaned or granted back to the buying 
country for its economic development. This is true of most of the currency re- 
ceived under the Mutual Security Act and Publie Law 480, the two largest 
sources. 

Second, virtually all of the currencies are inconvertible under the laws and 
reguiations of the purchasing country. This means they cannot be freely used 
to buy goods in third countries. Neither can they be exchanged for another 
currency which we may be able to use. Similarly, a country which limits con- 
vertibility of its currency is usually unwilling to accept its own currency in 
payment, in any large amomnt, for exports, which represent a net drain on the 
country. Indeed the largest amounts of currency accrue in less developed 
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countries where the use of large amounts of local currency for programs which 
are not of mutual interest might significantly drain scarce resources and result in 
pressure for increased U.S. aid. 

Third, various provisions of law authorize the use of some of these currencies 
for special U.S. programs without charge to agency appropriations, During the 
negotiation of international sales agreements, these special uses for U.S. pro- 
grams sometimes have been indicated to the foreign government, resulting in an 
informal understanding about their use. Some of the currencies collected must 
therefore be husbanded and then allocated for these specially authorized pro- 
grams. In many countries this results in a reduction in currencies that might 
otherwise have been available to sell to agencies to meet their regular local 
expenses. This in turn means the United States foregoes Treasury receipts, 
and in currency shortage countries has the same effect on the Treasury as spend- 
ing dollars for these specially authorized programs. Wherever possible such 
restrictions will not be included in future sales agreements. 

Congressional review of foreign currency uses.—Prior to July 1953, except 
for a relatively small amount in the custody of the Treasury Department, most 
currencies were held by the Federal agencies administering the intergovern- 
mental agreements under which the currencies were obtained. These currencies 
generally were not subject to the same fiscal and budgetary controls which govern 
the dollar funds of the Government, i.e., use of the currencies was not subject 
to regular appropriation processes and there was some doubt as to the applica- 
bility of the usual rules for accountability. 

The Congress recognized the need for a better system of control over the 
foreign currencies. This led to the enactment of section 1415 of the Supple- 
mental Appropriation Act of 1953, which provides that “foreign credits owed 
to or owned by the U.S. Treasury will not be available for expenditure after 
June 30, 1953, except as may be provided for annually in appropriation acts.” 
A general appropriation act provision, which has been annually enacted since 
1954, states that U.S.-owned currencies may be used for program purposes car- 
ried on by an appropriation if such use is charged to the appropriation. Under 
this provision, expenditure of foreign currencies has been controlled by includ- 
ing in the regular dollar appropriations of Federal agencies sums sufficient for 
the purchase from Treasury of foreign currencies needed for their programs. 

Major exceptions to section 1415 have been authorized by the Congress in re- 
cent years. Most of the currencies derived from the sale of surplus agricultural 
commodities abroad have been made available by statute for expenditure for 
particular purposes without reimbursement to the Treasury from agency dollar 
appropriations. This is the situation with respect to those currencies received 
under section 402 of the Mutual Security Act and most of those received under 
title I of Public Law 480. In addition, currencies obtained under sections 
505(a) and 103(c) of the Mutual Security Act of 1954 may be used for mutual 
security purposes. 

Repayments of Development Loan Fund loans in foreign currencies are avail- 
able for relending by the Development Loan Fund. Public Law 480 loan re- 
payments may he used for educational exchange programs and agricultural 
market development abroad. Amounts not so used may be made available to 
sell to agencies to meet their regular program needs in accordance with section 
1415. 

There is always a cost to the American taxpayer of specially authorized pro- 
grams which tends to be hidden by extra budgetary authorizations. In the rela- 
tively few countries where currencies are available considerably in excess of 
regular program needs, the cost to the United States is no more than the value 
of the goods and services for which the currencies were obtained. This may 
also be true where the use of the currencies has been restricted by international 
agreement, e.g., proceeds from the sale of surplus farm commodities available 
only for loans, grants, or other specified purposes. In currency shortage coun- 
tries, the disbursing officer must purchase currencies to meet regular agency 
needs. To the extent that specially authorized uses of these same currencies 
drain off amounts otherwise available to reduce the requirement for commercial 
purchases these uses cost dollars. 

Also, so long as specially authorized currency programs remain outside the 
budget, the agency’s program is expanded without any apparent increase in its 
budget and the Commodity Credit Corporation or other agency which financed 
the source of the currencies remains charged with the cost of another agency’s 
program supplementation. 
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Recommendations for 1961.—It is proposed that beginning in 1961 all currency 
uses for U.S. agency operations be covered by appropriations. These would gen- 
erally be unrestricted dollar appropriations under which needed currencies could 
be purchased from the Treasury if available, from outside sources if not. This 
is now the case for the salaries and expenses of regular departmental programs 
overseas which use currencies. For those situations where currencies are avail- 
able in the Treasury in excess of amounts needed for regular operations, or 
where the use of currencies is restricted by international agreement or under- 
standing, special appropriations are proposed for foreign currency programs. 
These special appropriations are limited to the purchase of excess or restricted 
currencies. It is expected in future years, as restrictions in international agree- 
ments are avoided on U.S. uses of foreign currencies, that these special foreign 
currency programs will generally be limited to the few countries where excess 
currencies are available. 

It is also proposed that unexpended balances of previous authorizations to 
spend foreign currencies for U.S. programs for which new authorizations are 
recommended in 1961 be converted to appropriations as of June 30, 1960, except 
for military family housing. It is estimated that these balances will total $68.1 
million, of which $33.2 million represents balances of previous allocations and 
determinations by the Secretary of State for educational exchange. 

No change is recommended in the authorizations for use without regard to 
section 1415 of currencies committed by international agreement to loans or 
grants in the country. These uses do not add to the resources of the country 
and do not substitute for dollars in any sense. They are similar to the country- 
owned counterpart funds not covered by this analysis. 

Table 5 shows by country the proposed new appropriations for special foreign 
currency programs for 1961: $39.3 million are proposed for use of excess curren- 
cies in India, Israel, Pakistan, Poland, the United Arab Republic (Egypt), and 
Yugoslavia; $33.6 million are proposed for use of restricted currencies in 23 
other countries. 
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The programs proposed, as shown in table 5, have been developed on the 
basis of the actual and anticipated proceeds of sales agreements signed or 
approved for negotiation through September 15, 1959. Generally, the early 
deposits under a sales agreement are made available for U.S. uses. Thus, it is 
anticipated that sales proceeds will be on hand under these sales agreements 
in sufficient amount to cover these proposed programs prior to the time the 
obligations need to be made, 










NEW OBLIGATING AUTHORITY REQUESTED AND ENACTED—FISCALS 1959-60 






Mr. Cannon. You inserted last year, Mr. Director, in the record 
a table of obligating authorities requested and enacted. I would be 
glad if you would bring that down to date at this point, both by fiscal 
years and by sessions, and segregated as to amounts in backdoor bills, 
the regular appropriation bills, and otherwise. 

Mr. Stans. Allr ight. 

(The tables referred to are as follows :) 








New obligational authority requested and enacted, fiscal years 1959-60 





{In millions] 







1959 














Estimates 







Ra rOPRIO OREN. oc cet olecvcceenanh Masha eocaundbeneees baie $69, 516 $67, 921 
Permanent appropriations_._------ EGS aaa an mae ilies elewetecediae 8, 065 9, 840 
PORE S066 UUIROGIRe 6 5 oon onbags babeak huthb meets sce ddab skwaaeeu~s —700 —355 
RRR sis 6: ch cow un naecems chk ene odka ane Wh camacnawe en ae epceeaeunikesSann 4, 864 1, 355 





Total_- Tt al a aris dcnl tarades es eohrcaeaiin aia mokaa iain biaibae alates | 81, 745 . 761 















Enacted: 







Appropriation acts stake sbemcahert 68, 663 66, 906 
Appropriation provided in Smz sll Business Investment Act . BE ani aie : 
Permanent appropriations -_. aot eee ' : seapacme 8, 101 9, 876 
Postal rate increase a : Soudultahwebn ddan dpaeceediiaeh oki —469 |........ 






Other____ Reb oe ee hte Be eg te oan ay 5, 042 1, 814 







Total 81, 365 





Differences: 











Appropriation acts- - -- <sqhwet eens —853 —1,015 
Appropriation provided in Small Business Investment Act._.--.--------| DUE Ei cimcncaateeen 
Permanent appropriations LA Gh adeeb aiden kudiastinmataaleod 36 36 
Postal rate increase not enacted. aie calle eed ntcbeasinnl dccisauwhanceeen 231 355 
Other- Rossel Aoenenadiies somechienss seeks beeen aan rasaeae Sdeeeeees 178 459 









igar tse eadvidesneantavdn nace saps sadgdaddadMadion cS Kwiete wea gruk —380 











HIGHWAY TRUST FUND PROGRAM 








Mr. Cannon. You might give us at this time, the general financial 
status of the highway program, loans from the Treasury, new tax 
proposals, and new contracting authority. 

Mr. Srans. In this fiscal year, Mr. Chairman, the highway program 
has, upon authorization of the Congress, borrowed | approximately 

$350 million from the Treasury to finance its operations 62 a month- 
by- month basis. The reason for that is that the revenues do not flow 
in at the same times that the expenditures flow out. The budget pro- 
poses that the level of activities of the highway fund will be such 
that the $350 million will be paid back within the fiscal year so that 
there will be no temporary loan outstanding on June 30, 1960, and the 
nighway program will still be operated on the pay-as-you-go prin- 
ciple involved in the Byrd amendment. 













46 


For fiscal year 1961, the same situation will prevail because the ex- 
penditures in the early months of the year flow out faster than the 
revenues flow in. The fund will need a temporary loan during the 
year of about $200 million. Again, the budget proposes that that 
will be repaid by June 30, 1961. In other words, Mr. Chairman, the 
highway trust fund would be operated in both years on a basis of pay- 
as-you-go and with practically no balance of unexpended funds, but 
with no loans from the Treasury ottstanding at the end of either 
this year or next year. 


PROPOSALS ON BACK-DOOR APPROACHES TO TREASURY 


Mr. Cannon. I would like to note, Mr. Director, in your formal 
statement and in the message, the President’s concern about the use 
of the so-called back-door appropriation bills and his suggestion that 
the Congress discontinue this practice and the statement that you ex- 
pect to cooperate with us in that respect in your submissions to the 
Congress. 

Mr. Stans. Mr. Chairman, we have made that a matter of policy. 
The President has expressed it rather firmly in public within the 
last year, and that will be our policy during the term of this adminis- 
tration. 

Mr. Cannon. The budget has been submitted to the House. I do 
not know what the legislative committees will wish to say about the 
matter, but we shall be glad to have any suggestions along this line that 
occur to you. 

Mr. Stans. Thank you. 


PROPOSED BUDGET AND APPROPRIATION REFORMS 


Mr. Cannon. Will you also include in your remarks a statement 
on the matter of annual congressional authorization for several pro- 
grams. We would be glad if you would discuss that briefly at this 
point in your remarks. Then as to the other items in your statement, 
suggestions for changing budget and appropriating methods, you 
suggest the closing of all back doors to the Treasury, getting away 
from annual authorizations, the item veto, putting more programs 
on a revolving fund basis, and apparently you suggest the resumption 
of the one-package appropriation bill. 

We would be glad to have you discuss briefly in your extended re- 
marks those items. 

Mr. Stans. I will, Mr. Chairman. 

(The Director later submitted the following statement :) 


Financing outside appropriation acts 

Usually the Congress enacts legislation authorizing a function. program, or 
activity, including authorization for the subsequent granting of appropriations 
to carry out the purposes of the legislation. However, in some cases the basic 
authorizing legislation itself provides sufficient authority to permit obliva- 
tions to be incurred and expenditures to be made without any further action 
by the Congress. 

The 1961 budget recommendations are based on the principle that authority 
to make budget obligations and expenditures, whether financed from general 
receipts or borrowing, should be granted by the Congress only in appropriation 
acts. Contract authority and authorizations to spend from debt receipts in basic 
legislation bypassing the appropriation process are generally inconsistent with 





47 


good budget practice. This method of financing is an obstacle to achieving a 
budgetary system which is soundly based upon the objectives of fiscal respon- 
sibility. 

Accordingly, authorizing legislation, to the extent it is required, should au- 
thorize the granting of an appropriation or some other form of authority in ap- 
propriation acts rather than provide the new obligational authority itself. 
Requirement for annual legislative authorizations to precede appropriations 

The Congress has shown a growing tendency to require the annual enactment 
of authorizing legislation before appropriations may be made. This requirement 
was initiated for programs which were originally considered as short-lived or one- 
time, In recent years, however, it has been extended to such continuing programs 
as those of the National Aeronautics and Space Administration. 

Recent congressional action has resulted in placing about 8 percent of 1961 
new obligational authority and almost 20 percent of present new obligational 
authority in 1962 in this category. While this requirement probably reflects 
a conscientious desire on the part of the legislative committees concerned to 
exercise Oversight on Government operations, the practice has the effect of sub- 
jecting the programs concerned to two complete rounds of legislative approval 
each year. The practice also leads to unfortunate delays in reaching program 
and fiscal decisions and requires agency personnel to devote an inordinate 
amount of time to the congressional process at the expense of effective adminis- 
tration of the continuing program. Moreover, it focuses attention on the im- 
mediately ensuing year to such an extent that long-range programing is vir- 
tually at a standstill. 

Reconsideration of this practice is needed; the relevant laws should be 
amended to provide longer range program authorizations, and other techniques 
of legislative oversight should be sought. 

In order to facilitate current congressional review of funds for the programs 
concerned, the 1961 budget includes regular presentations instead of following 
the past rule of including lump-sum forecasts for such items in the budget and 
submitting a supplemental estimate upon passage of the legislation. 

This will serve to show the Government programs more fully in the budget 
and will enable the appropriations committee to consider the 1961 program in 
the regular order. The authorizing legislation will usually be submitted to 
the Congress at about the same time as the budget. The appropriations re- 
quests may have to be modified to recognize changes in the legislation as enacted, 
but these modifications can be made expeditiously. These changes should help 
eliminate the unfortunate delays in the process of getting program and fiscal 
decisions. 


Item veto 

In passing the Alaska and Hawaii Statehood Acts, the Congress again recog- 
nized the value of an item veto by a Chief Executive by approving provision for 
its use in their State constitutions. Forty-one State Governors now have item 
veto authority. Congress has granted it to governors of our insular possessions. 
Presidents of both parties, starting as far back as Ulysses S. Grant, have recom- 
mended an item veto, but the Congress has not yet granted that power to the 
President of the United States. 

The item veto is an important and needed reform. There is no present method, 
except the veto of a whole appropriation bill, by which the President can bring 
to the attention of Congress, in a formal and effective way, particular matters 
within appropriation bills to which he may object and obtain reconsideration 
in the light of his views. Since many appropriation bills are enacted late in 
the session, there is a reluctance on the part of any President to veto such 
measures because of possible disruption of essential activities. A President is, 
therefore, often compelled to give official approval to an appropriation bill, parts 
of which may seem to him unwise. Over 20 bills which would give the President 
authority for the item veto were introduced in the last session of Congress. 
None was reported out. S. 2373, also introduced in the last session of Con- 
gress, would achieve some of the purposes of the item veto by allowing the 
President to reduce appropriations, subject to overriding by a majority of either 
House of Congress within a 90-day period. The administration has indicated 
its support of this proposal. 

Legislation granting an item veto should apply to legislative measures author- 
izing expenditures as well as to appropriation bills, and should include authority 
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to reduce the amount of an appropriation as well as to strike out an item. 
The use of such a veto by the President would not remove the final authority 
of the Congress, which would still retain its constitutional power to override 
any specific veto. 

Establishment of revolving funds for certain business-type activiites 

The Government has about 80 public enterprise revolving funds, including 
various loan programs (e.g., Export-Import Bank and VA direct loans), in- 
dustrial programs (e.g., Tennessee Valley Authority and St. Lawrence Seaway 
Development Corporation), and insurance or guarantee programs (e.g., Federal 
Housing Administration and Federal Crop Insurance Corporation). 

This method of financing and accounting has several advantages: (1) it pro- 
vides a more accurate disclosure of operations, including profits, losses, and sub- 
sidies: (2) it simplifies the financing structure and the related accounting; (3) 
it makes possible flexibility to meet unforeseen business conditions and changes 
in customer requirements; and (4) it removes possible distortion and inflation 
from the Dudget totals, since expenditures of revolving funds are reported on a 
net basis, more nearly approximating the charge to be paid by the taxpayers. 

Major business-type activities of the Government should, with few exceptions, 
operate on a self-sustaining basis. Their budgets and accounts should permit 
ready comparison of their expenses and revenues. They should have simplicity 
in their financing structure and the flexibility in expenditures necessary to meet 
unforeseen business conditions, but should be expected to keep their obliga- 
tions and expenditures within the resources provided by Congress for that pur- 
pose, and should be subject to annual review and control by the Congress. 

As previously indicated, many major lending programs and other business- 
type activities are now financed through revolving funds. However, there are 
several notable exceptions—among them the Rural Electrification Administra- 
tion, the Farmers Home Administration, the Bureau of Reclamation, the power 
marketing agencies of the Department of the Interior, and the loan guarantee 
programs of the Veterans’ Administration. It is recommended that these en- 
terprises also be financed through revolving funds. 

This change will not alter the magnitudes of the programs concerned, but will 
eause receipts to be placed in the revolving funds instead of the general fund, 
reducing budget totals of receipts and expenditures by the same amounts. 

Legislation is recommended to create revolving funds for the programs named 
above. Bills are pending for Farmers Home Administration (e.g., S. 870, 
H.R. 5742): Rural Electrification Administration (e.g., S. 2563, H.R. 8772); 
Bonneville Power Administration (e.g., S. 2311); Southeastern Power Adminis- 
tration and Southwestern Power Administration (e.g., S. 2312). Drafts are 
being prepared for the Bureau of Reclamation and the Veterans’ Administration 
loan guarantee program. 


Congressional consideration of full fiscal situation 


The President in his budget message expressed the belief that the Congress 
should find means by which it can effectively examine the budget as a whole 
and base its actions on the overall fiscal situation. Adoption of a single ap- 
propriation bill is one among a number of possible means of achieving the 
desired objective. However, the President did not specifically endorse any 
of the techniques which have been proposed in recognition of the fact that 
this is a matter which only the Congress itself can determine. 

Briefly stated the problem is this: Before the executive budget is presented 
to the Congress annually, the most careful consideration is given to the rela- 
tionships of spending to receipts and borrowing, and to relative priorities of 
various programs. When the budget reaches the Congress, however, its con- 
sideration is usually fragmented because of the distribution of responsibilities 
among the various committees and subcommittees. 

The Legislative Reorganization Act of 1946 established a procedure for con- 
gressional consideration of the fiscal situation as a whole; that arrangement, 
however, fell into disuse some years back. The Congress should again consider 
ways by which it can more effectively examine the budget as a whole and base 
its actions on the overall fiscal situation, i.e., overcome the diffused considera- 
tion. which results from present procedures on appropriations, other forms of 
new obligational authority, revenue bills, and the debt limit. 

Measures have been introduced in the Congress calling for (1) use of a con- 
solidated appropriation bill, (2) reestablishment of a Joint Committee on the 
Budget, (8) study of the fiscal organization and procedures of the Congress, 
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and (4) provision of a separate fiscal session of the Congress each year. While 
all of these measures are not necessarily of equal merit, each has an objective 
in line with the President’s viewpoint on this matter. 


PROPOSED 42 NEW PROJECT STARTS 


Mr. Cannon. As to the public works bill, the President last year 

advised against Congress inserting any new public works starts. 
This year you advise 42 new starts with a total commitment of about 
$500 “million. Of course, the new starts will mean much larger 
amounts in the future years. It seems to us that this is rather an 
unusual time for the President to reverse his policy in that respect, 
even though the Congress did not agree to it in the last session, but 
apparently the program of future commitments which seemed so 
very repugnant to the administration 5 months ago is now being 
recommended. 

We would be glad if you would comment, if you will, at this time, 
on that rather remarkable change in attitude, or change in policy. 

Mr. Srans. Mr. Chairman, last year, and the year before, we were 
either concerned about a large deficit or trying to come close to 
balancing the budget. Under those circumstances, clearly it was 
logical and reasonable to propose to the Congress that there be no 
new construction starts, not only in water resources projects, but 
in Federal buildings and other construction activities. It was quite 
clear that the Congress did not agree with the President in those 
proposals. 

This year the budget proposes a limited number of new starts which 
are believed to be of rather high priority and worthy of attention. 
The number of new starts is less than the level of the programs, so 
that even with the 42 new items, there will actually be a reduction 
during the year of the backlog of unfinished work. 

In other words, there will be more work done during the year than 
is represented by the total cost of $496 million on new starts proposed. 

It seems reasonable that we undertake these new starts and that, 
particularly in view of the unwillingness of the Congress not to have 
any new starts, that the way we can get the backlog down more reason- 
ably is to propose that we begin less than we finish each year until we 
are at a point at which we have a low er backlog. 

Mr. Cannon. Thank you, Mr. Director. 


FIRMNESS OF PROPOSED BUDGET SURPLUS 


Mr. Cannon. Mr. Secretary, one of the very gratifying features of 
the budget is the proposed $4.2 billion surplus. I note in the statement 
of the Director, and I observe in your statement before us today, the 
continued repetition throughout both statements of the word “ex 
pected.” In other words, your proposal of a surplus of $4,200 million 
is apparently intended but throughout your statement, you use the 
words “expected” and “in our judgment.” You say “it is our belief,” 
and repeatedly you use the word “estimated” in all statements re- 
ferring to the accumulation of this surplus, and the realization of your 
program respecting the surplus. 

Really, Mr. Secretary, just how confident are you of achieving this 
surplus of $4,200 million? I realize, Mr. Secretary, that these esti- 
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mates have been made 18 months in advance and that no one can look 
that far into the future and say positively what will be done. Your 
statement so repeatedly touches on the prospect of a $4,200 million 
surplus, I would like to know how confident you are that even with 
the cooperation of the Congress, you will be able to achieve that ob- 
jectiv e. 

Secretary Anperson. Mr. Chairman, if the Congress should coop- 
erate by passing the various proposals such as increasing the posta] 

ates and extending present tax rates, then I would say that we are 
confident that these are realistic and realizable estimates. 

As the chairman has so well said, I do not think any man in the 
world is wise enough to know precisely the variations and mov- 
ments of the economy of a country as complex as ours 18 months in 
advance. Yet we are required, as a matter of budgetary procedure, 
to use our best judgment in trying to determine the underlying eco- 
nomic factors such as the gross national product, corporate profits, 
personal income, which we translate into revenues. When our con- 
clusions are made in the Treasury, we try to check them with other 
agencies such as the Federal Reserve System, the Department of 
Commerce, and to the extent that it is possible, we use outside sources, 
information of people who are making comparable judgments. 1 
would say that there are other estimates which have been printed in 
the last few weeks which are more optimistic than these; I do believe 
that. our estimates are reasonable and that they are attainable. 

Mr. Cannon. The first premise on which you base the expectation 
of a surplus is a high level of economic prosperity and you use still 
another word in addition to those I have just mentioned, “expected.” 
In your judgment, you “estimate.” You say here, “Future economic 
prosperity is anticipated.” That is the fifth word of rather doubtful 
interpretation in connection with an important proposition of this 
character. 

With anticipated prosperity and with the enactment of taxes which 
the President recommends, I might ask you, Mr. Secretary, in the 
event that Congress fails to increase the postal rate, as this same 
Congress failed to increase it in the last session, and it fails to in- 
crease the tax on gas and on aviation fuels as it failed in the last 
session, in the event that Congress fails to adopt the additional tax 
program recommended by the President, do you think we can achieve 
the surplus of $4,200 million ? 

Secretary Anperson. As the Director pointed out, Mr. Chairman, 
the budget is the plan which is proposed to achieve the realization 
of a budget: ary surplus. The plan encompasses not only the esti- 
mated revenues which we will get from taxation, but it encompasses 
as well the other proposal which the President asked the Congress to 
undertake. 

Now, to the extent to which the Congress does not undertake these 
proposals, the only hope that we would have of achieving the surplus 
of this order of magnitude would be that we would have e a larger 
increase in our revenues than we are currently estimating, or a de- 
crease in expenditures. 
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PROPOSED BUDGET AND APPROPRIATION REFORMS 


Mr. Cannon. In your recommendations, Mr. Secretary, and in the 
President’s recommendations in the budget, you indicate several pro- 
posed changes in budget and appropriation procedure. You recom- 
mend sendoanaead of the so-called backdoor appropriation procedure. 

You recommend discontinuation of contract authority and annual 
authorizations. You advocate adoption of the one-package bill pro- 
cedure. You recommend adoption of the item veto; and you recom- 
mend more resolving funds. Just how firm is your intention, Mr. 
Secretary, and just how firm is the policy of the administration on 
those proposals ¢ 

Secretary ANpersoN. We sincerely believe these are mechanisms 
which are important to the achievement of sound budgetry control 
and control of expenditures in this country. We think it is also 
important in the prevention of the increase in the public debt through 
mechanisms other than through direct appropriations. With this 
confident belief, we propose and do propose seriously to urge these 
items upon the Congress. 

Mr. Cannon. Thank you, Mr. Secretary. Let me say to the com- 
mittee that inquiries at this time will be limited to general proposi- 
tions, general principles underlying the budget and the budgetary pol- 
icy of the Government. The details coming under each of our sev- 
eral supply bills will be left to the respective subcommittees. We 
will not discuss them at this time. 

I will at this time recognize any who desire to question either the 
Secretary or the Director on any matter before us today respecting 
the general policies and respecting this general budget. 

I will at the beginning recognize the gentleman from New York, 
Mr. Taber. 

Mr. Ritey. Mr. Chairman, may I ask one question at this point? 

Mr. Cannon. Mr. Riley. 

Mr. Ritey. Mr. Secretary, does your anticipated increase in 
products and gross income contain a factor anticipating further in- 
flation ? 

Secretary Anperson. No, sir. 

Mr. Rizy. Thank you. 

Mr. Cannon. Mr. Taber. 


ITEM VETO PROPOSITION 


Mr. Taper. Mr. Secretary, I am going to start off with your request 
that is made for the item veto. Have those people who have talked 
about that realized that that would wipe out all the limitations or 
authorize the President to wipe out all the limitations which over the 
years we have had to place in the appropriation bills in order to 
keep the Government’s house in order ? 

Secretary Anperson. Mr. Taber, we recognize the problem in- 
volved, the desire of the Congress to impose its very proper limita- 
tions upon expenditures. We recognize also that if one is going to 
really control expenditures in this country, the mechanism of an item 
veto is an important instrument in helping to keep expenditures at 
reasonable levels. 








I think one would have to assume that if the permission were 
granted by the Congress for an item veto, it would be used reasonably 
and prudently and not in order to obstruct the will of the Congress as 
expressed. 

Mr. Taser. You see, these limitations have been imposed over the 
years because it has been found necessary to limit the Executive’s 
operation. I am inclined to believe that Congress would be very re- 
luctant to go along with any provision which would do aw ay with 
those limitations. 

Secretary AnpERsoN. We recognize that this has been a proposal 
that has been made for many years, that has not been approved by 
the Congress. I think one would have to start. on the assumption that 
the ultimate purposes of the Congress and of the Executive to proper- 
ly control expenditures are the same in giving permission to the 
Executive to have this kind of power. 

Mr. Taser. Do you have any idea as to how such a thing as this 
would affect the budget / 

Secretary Anperson. I do not think it is possible to put a financial 
figure on it because I think we have to realize that even if this power 
were granted, the Congress would still have the power of overruling 
any of the items vetoed. 

Mr. Taner. Of course, that would have to go into the Constitution 
and would require a two-thirds vote of the Congress. 

Mr. AnpeRSEN. Would the gentleman yield ? 

Mr. Taper. Yes. 

Mr. Anpersen. Mr. Secretary, would not that proposal mean the 
abdication of the Appropriations Committee and of the right of the 
Congress to appropriate money ¢ 

Secretar y Anperson. We would not so construe it, sir, because, as I 
said, the Congress could overrule it. 

Mr. AnpERsEN. Would it not also mean the abdication by the Con- 
gress of its responsibility to appropriate moneys for the executive 
department of Government ? 

Secretary Anprerson. I would not so construe it as long as the 
Executive has the power to veto whole Appropriation bills. 

Mr. AnperseN. Where would you stop, Mr. Secretary? I believe 
you are suggesting that this Appropriations Committee go out of 
business when you propose the item veto. I said that last year, and 
Tsay it again. 

Secretary ANDERSON. We would not so construe it. 

Mr. Tazer. I think the budget which has been submitted would be 
quite a desirable thing in a good many ways. The extension of excise 
taxes is probably modest at this time. The additional gas tax I would 
rather question. The revision of the excise taxes to cover the jet 
fuel and airplane operations probably would be a good thing. But 
most of these items in the legislative line would have to go to the 
legislative committees, and they ought to be given very careful con- 
sideration before they are placed into the statute books. 

They are in the budget, however. Frankly, I could not go along 
with the idea that we should get into the one-package bill because I 
know that it was much more difficult. to get thorough consideration 
for it that way than it was with items. It was more difficult to con- 
trol. Also, it required of one or two men an almost insuperable 
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approach in that the strain of it was more than anyone could take 
and doa real good job. 

The extent of these appropriation estimates for 1961 I think is in 
general not too bad, although if the Congress could do the kind of job 
on it that I hope we might. be able to do, we could get it down $2 or 
$3 bilion. I am in hopes that you would be happy if we could do 
something of that character. 


PROPOSED INCREASES IN CIVILIAN PERSONNEL 


For instance, Mr. Secretary, there are enormous increases of ap- 
propriations for personnel all of the way through the bill, civilian 
seen especially, 1,000 to 2,500 for an agency in a great many 

‘ases. I am wondering if you would not feel that those increases 
coal be pretty well eliminated. 

Secretary Anperson. I think Mr. Stans could more appropriately 
answer it because he has considered each of the Departments. 

Mr. Srans. Mr. Taber, you are right that this budget proposes an 
increase of about 30,000 Federal et mploy ees, 

Mr. Taser. I thought it was 42,000. 

Mr. Srans. 31, 000. Actually, the largest amount of that—about 
22,000 or over two-thirds—are in the Post Office Department where, 
as we all know, the problem is one of handling increased volume of 
mail every year and delivering it to more and more homes across the 
country. 

The next largest increase is in the Nationa] Aeronautics and Space 
Administration, which is to step up the space program as a matter 
of administration policy and, I believe, of congressional policy. 

The next largest increase is 5,000 in the Federal Aviation Agency 
to modernize the airways. 

There is a proposal to add 3,000 people in the Treasury Department, 
mainly to improve the tax enforcement procedures in order to protect 
the integrity of the Federal tax system. 

All of those are pretty well forced on the budget by basic program 
decisions or by factors really outside the control of the administra- 
tion. If the people send more mail, it has to be delivered. 

In the other agencies the problem is a little different. The regu- 
latory agencies by and large have increasing workloads, and many of 
them have incre: ising responsibilities. Many of them are under pub- 
lic scrutiny at this time by reason of one kind of event or other and 
are interested in increased personnel to see if they cannot do a more 
thorough job in one way or another. 

The Bureau of the Budget has very carefully gone over every one 
of these increases. We have tried hard to hold down the level of per- 
sonnel in the Government. The committee will have an opportunity 
in its hearings to consider the reasons advanced by each of these agen- 
cies for more personnel. It is possible the committee might disagn "ee 
with what we have recommended and might feel that less personnel 

‘an do the job. But I must say that with the strictest of standards 
that we could apply, limiting increases in personnel to fundamental 
program decisions or to mi indator y increases in workload, we still had 
this net increase of 31,000 people. 

Mr. Taper. I think that is all I have at the present time. 





. Cannon. The Chair will recognize any who have questions. 
. Manion. I have a question. 
. Cannon. The gentleman from Texas, Mr. Mahon. 


VARIATIONS IN BUDGET ESTIMATES 


Mr. Manon. Mr. Stans, you have pointed out that a Presidential 
budget consists of not only spending programs but also estimated 
revenues that might be brought about by increased taxes; is that 
right ? 

Mr. Stans. That is correct, yes. 

Mr. Manon. Since a budget consists of both spending proposals and 
income proposals, theoretically it would always be “possible for a 
President to submit to Congress in January a balanced budget, plus a 
surplus. Is that not true? 

Mr. Stans. I would say so, in theory. I think we would both rec- 
ognize there might be circumstances and times in which it would not 
be possible as a practical matter—-in time of war or great depression 
or emergency, and so forth. 

Mr. Manon. No, it might not always be practical; but by proposing 
new tax measures to raise the money, theoretically, you could always 
provide a balanced budget plus a surplus, as I see it. 

Mr. Srans. I would agree in theory, yes. 

Mr. Manon. I would like for you to discuss with us what I would 
regard as the untrustworthiness of budget estimates. It is granted 
that the budget is submitted in January and that the end of the fiscal 
year for which it is submitted is some 18 months aw ay; so a budget 
estimate is a budget estimate; it is a guess or calculation of what you 
anticipate or propose; a combination of both. 

I wish you would put in the record at this point, say for the past 10 
years, what the January budget estimates have been of expenditures, 
revenues, surpluses, or deficits, and the final results after the year has 
ended. 

Mr. Srans. I will certainly be happy to do that, with the obvious 
reservation, Mr. Mahon, that many times the ditferences between the 
estimates and the final outcome are the result of congressional action 
one way or the other, which may have increased or decreased expendi- 
tures or increased or decreased revenues. I think the table, neverthe- 
less, is valid and I will be happy to submit it. 

Mr. Manon. It will be informative. 

(The information to be supplied follows :) 


{In millions] 


Original estimate Actual 


Expendi- | Surplus (+)! Receipts | Expendi- | Surplus (+) 


tures | or deficit (—) | tures or deficit (—) 


$41, 175 —$873 495 $39, 617 | —$3, 122 
41; 878 —5, 133 47, 568 44, 058 +3, 510 
70, 498 —15, 973 , dt 65, 408 —4,017 
84, 754 —14, 446 "825 27 —9) 449 
77, 927 —9) 922 "655 | é —3,117 
65, 570 —2, 928 0, 57! —4, 180 
62, 408 | — 2, 408 18, 165 ) 56, 5 +1, 625 
65, 065 | +420 , 029 | ‘ +1, 596 
71, 807 +1, 813 59, 1. 9% 3 —2, 819 
73, 934 +466 5 
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Mr. Manon. For example, did you submit a balanced budget for 
the fiscal year 1959, which ended last June 30% 

Mr. Srans. The President did so; that is correct. 

Mr. Manon. Was a surplus predic ted? Or what was the situation ? 

Mr. Srans. There was a predicted surplus, I believe, of $500 mil- 
lion, and then we ran into a recession. The revenues did not ma- 
terialize and expenditures increased and the year ended with a deficit 
of $12,400 million. 

Mr. Manon. Did you work with that budget? 

Mr. Stans. I was Deputy Director of the Bureau during only part 
of the time in which it was prepared. 

Mr. Manon. Do you believe the budget for fiscal 1959 was sub- 
mitted with the same degree of care and confidence in its accuracy 
and validity as the budget - for 1961? 

Mr. Srans. I think it was. I think it was submitted in the same 
good faith as the budget for 1961. 

Mr. Manon. What year was it when you made a miscalculation of 
$500 million on the estimated cost of the interest on the public debt? 

Mr. Srans. That was an interim period in this present fiscal year. 
I think it was in June—when we discussed the statutory debt limit 
with the Committee on Ways and Means—that we estimated that the 
interest on the national debt would be $8.5 billion where we had esti- 
mated it originally in the budget at $8 billion 6 months earlier. 

Now we are in a situation, with interest rates continuing to go up 
since then, where we estimate the interest expenditures will be $9.3 
billion. I think that is evidence of one of the uncertainties of pre- 
paring budgets. Ll wish it were different, but as the Secretary of the 
Treasury said, all we can do is apply our best judgment at the time 
we prepare the budget to the estimates of revenues and interest costs 
and veterans’ benefits and unemployment insurance and to those other 
things which are so dependent on economic circumstances, and recog- 
nize that the times may change to a degree that later makes our esti- 
mates look inaccurate. 

Mr. Manon. “Makes your estimates inaccurate” would be a more 
accurate statement. 

Mr. Stans. [accept that. 

Mr. Manon. A situation comes to mind with respect: to the 1960 
budget. There was a glaring error made of about $200 million in the 
Army estimates alone for fiscal 1960. Programs were submitted in 
the budget for the Army, and it developed during our hearings on the 
1960 budget that a miscalculation or erroneous estimate had been made 
to the extent of $200 million—or approximately that figure. Do you 
recall that? 

Mr. Srans. I do not offhand recall the details of that, Mr. Mahon. 

Mr. Manon. We had this matter up with the Comptroller of the De- 
fense Department, and many other officials. The testimony is very 
clear that this was a budgetary miscalculation. There was no bad 
faith involved at all—just erroneous estimates. 

My point is that I am one who does not have full confidence in 
budget estimates. I would like to look forward to a $4.2 billion sur- 
plus, but when I look back over the past, I am aware that one who 
has relied upon January budgets has been often very greatly misled. 

Mr. Srans. Congressman, ‘all I can ask you to do is rely on the 
good faith and integrity and the workmanship of the people who pre- 
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pare the budgets. They are prepared for a period many months in 
advance. It turns out many times that circumstances change in a way 
that make the estimates either too low or too high on both sides of the 
budget. 

For example, in the fiscal year we are in right now we had esti- 
mated expenditures for the price-support program on farm commodi- 
ties at a level that we though was reasonable and consistent, and the 
Department of Agriculture thought was reasonable and consistent, 
in the light of the trends of yields, in the light of the trends of pro- 
duction and consumption. 

It turns out now that we overestimated the expenditure require- 
ments on that program by about $850 million. Had we used the 
lower figure a vear ago, we would obviously have been accused—and 
I think properly so—of being unrealistic because we were not recog- 
nizing past circumstances. Yet, for example, there was no way we 
could know or expect that there would be a drought in Europe that 
would take a greater quantity of our farm commodities and thereby 
contribute to reduci ‘Ing our net costs. 

I would prefer that you not call these errors, because they are not 
errors in the normal sense. I think they are estimates which turn out 
by reason of changing circumstances to result in a different amount 
of money being involved. 

Mr. Manon. You might not call them errors, but you would call 
them incorrect. estimates. 

Mr. Stans. In the light of hindsight, yes. 

Mr. Manon. For example, do you remember fiscal 1956 when there 
was a miscalculation as to defense spending to the extent of nearly 
$2 billion ? 

Mr. Stans. I was not around at that time but I remember the cir- 
cumstances generally. 

Mr. Manon. In order to bring down the rate of spending various 
programs in defense were canceled or stretched out. I bring those 
to mind to alert everyone insofar as I can alert them, that ‘budget 
estimates submitted to C ongress, while submitted in good faith, can- 
not be relied upon with « ‘omplet e confidence. 

Mr. Srans. I think, sir, what you have said is characteristic of 
budgets anywhere, any time, whether we are talking about our family 
budget, a business budget, or the budget of the Government. We 
never know what contingencies, what uncertainties, will intrude them- 
selves. 


PROPOSED CHANGE IN METHOD OF MAKING APPROPRIATION FOR INTEREST 
ON THE DEBT 


Mr. Manon. Mr. Stans, or Mr. Sec ‘retary, I have been concerned, 
as I believe you have been, about the huge increase in the cost of in- 
terest on the public debt. We ran the whole Government in 1940 
for about $9 billion, but the interest on the public debt this year is 
estimated to be in excess of $9 billion. For 1961, it is estimated at 
$9.5 billion. We do not pass a specific appropriation item each yeat 
for interest on the debt. The appropriation is automatic under an 
old permanent law without annual action by Congress. It does not 
come up for annual action by Congress. I believe Congress would 





become more aware and the country would become more aware of this 
huge burden on the people, which next year represents 12 percent of 
- budget expenditures, if each year Congress passed a separate bill 

at least included a direct payment for the interest on the public 
debt in, say, the annual Treasury appropriation bill. I would like to 
have your comments on that matter. I agree it would not reduce 
the interest and it would not save any money, as such, but 1t occurs to 
me it might have some psychologic: al advantage. I would like to 
have your “comments, Mr. Secretary. 

Secret: ury Anperson. Mr. Mahon, I would s say first I share fully 
your concern as to the rising public debt and rising cost of the public 
debt. 

I would have grave misgivings if the matter of interest. should be- 
come the subject of annual appropriations. The United States Code 
provides that the Secretary of the Treasury shall cause to be paid 
out of any money in the Treasur y not otherwise appropri ited any in- 
terest. that is falling due or accruing on any portion of the public 
debt that is authorized by law. 

This was put in the statute in 1847. There is almost nothing in 

this world more important to the United States, in my judgment, than 
the maintenance of the Government's credit. A part of this con- 
fidence in the Government’s credit means interest has to be paid when 
it. is due to the millions of people all over the country. If appropria- 
tions requiring actions by the Congress were involved and for any 
reason whatsoever there was even a brief delay in enacting a necessary 
interest appropriation, I think there would be serious impairment of 
the Government’s credit. 

I also believe that it would tend to make borrowing in the future 
somewhat more difficult and more expensive because the holders of 
these securities would be waiting to see what was going to happen 
to the appropriation. I fear that, even though the Congress agreed 
perfectly with the proposition which I have set out, the mere enact- 
ment of such a statute might have some effect upon the Government's 
credit. 

Mr. Wuirtren. Will the gentleman yield? 

Mr. Manon, Yes. 

Mr. Wurrren. Mr. Secretary, in that connection, if the Congress 
were to provide t hat annually the Congress should by appropriate act 
restore to the Treasury any money that had theretofore been paid out 
in interest on the debt, it strikes me offhand it would not in any way 
interfere with the confidence angle to which you refer. In other 
words, if separately and after the fact, keeping all the statutes you 
mentioned, Congress were to appropriate to reimburse the Treasury 
for whatever had theretofore been spent, it would serve the purpose 
of the gentleman from Texas and at the same time would maintain the 
confidence we have to have in the Government paying its debts. 

Secretary Anperson. If the current provision were to remain intact 
and there simply be an appropriation in one fiscal year to cover what 
had been done in the preceding fiscal year, then it would seem to me 
the only purpose that would be served would be foc ‘using of attention 
on the fact of how much did it cost to carry the public “debt, because 
the money would have been spent. 
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Mr. Manon. Mr. Secretary, I agree if I were Secretary of the 
Treasury, I would prefer the present law—the present aeiuaiaen. 
You perhaps avoid some inconvenience. But I cannot imagine any 
Congress in control of any political party of the country defaulting on 
our interest payments. It seems to me the good would outweigh 
the bad in having this issue directly before the Congress each year. 
This business of going upward and upward on interest payments 
concerns everyone. 

I think an overt action by Congress each year on this would be 
in the overall best interests of the country. I do not see why Con- 
gress, which in peace and war discharges generally its mandatory 
responsibilities—it may differ on policies but there is no policy dif- 
ference on paying honest debts, paying interest—nobody argues 
about paying honest debts such as interest on the debt. It is not a 
policy matter. Therefore, I cannot conceive of a Congress, which 
has always measured up to its mandatory responsibilities in peace 
and war in the past, not doing it in the future. 

Secretary AnpErson. I do not. want to be construed to mean that I 
thought there would be any lack of willingness on the part of Con- 
gress to appropriate money for this purpose. Under the Constitution, 
we cannot spend money out of the Treasury unless it is appropriated. 
What we are operating under now is a permanent appropriation that 
has been here 113 years, since 1847. 

I do think that if for any reason—which would not be the fault 
of the Congress or anything of that sort—appropriations on an an- 
nual basis should either be delayed for a period because of the press 
of other legislation or you got near to the end of the time when the 
fund was being exhausted, that you would run into problems of both 
increasing costs and of raising serious concern. 

You see, we spend in the Treasury about $1,500 million on the 
average 5-day workweek. A good many of these expenditures are 
for such things as social security and a number of other items. If 
because of any mechanical reason we should be a day late in getting ¢ 
check to someone who expects it on a certain day and he has tradi- 
tionally gotten it that certain day, we would get enormous numbers 
of inquiries, and I am sure the Members of the C ongress would, as to 
why this event took place. This is the sort of thing that I think would 
concern us most. 

Mr. Manon. But you could submit an estimate as long in advance 
as you wished to, even up to 2 years, I believe, and you could provide 
for change in your estimates. It seems Congress could easily take care 
of this without any possibility of the Government’s defaulting on or 
delaying a payment. 

Secretary Anperson. May I make one other observation. When 
we sit down to estimate the interest costs of the public debt, we have 
followed the policy of basing it substantially upon what is the market 
yield at the time the estimates are made. If we did not follow that 
policy, sophisticated people who deal in large amounts of Government 
securities would take our estimate as an indication that there was 
going to be a rise or fall and this in turn would be translated into a 
judgment as to whether or not you were going to have a continuing 
high level of prosperity or some declining level of prosperity. 
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As you pointed out, in the 1960 budget in January of 1959 the 
mterest was estimated for the fiscal year as $8 billion. In the review 
of the budget in September the estimate was raised to $9 billion. 

In the 1961 budget just released the 1960 estimate was revised up- 
ward to $9,300 million. 

The estimate for carrying the debt in 1961 has been estimated at 
$9,500 million. 

Most of this is variation in interest rates because the amount of the 
outstanding public debt at the close of fiscal 1960 is estimated to be 
$284.5 billion, which compares with estimates of $285 billion in the 
1960 budget which was released a year ago. 

The real problem is in the wide range of the market rates on 
Treasury obligations. In December 1958 the 3-month Treasury bill 
sold in the market for an average of 2.71. By August it sold for 3.73. 
By December of 1959 it sold for 4.47. There were comparable changes 
of wide magnitude in other of the securities, most of the wide varia- 
tions being in the short-term securities where the Treasury has had 
to do all of its financing. This would present a real problem to us in 
trying to make budgetary estimates for annual appropriations that 
would not have the effect of being construed by the market as indica- 
tive of the way in which we expected interest rates to move and there- 
fore economic conditions. 

Mr. Manon. I do not want to take the time of the committee to 
belabor this question at great length. 

Mr. THomson. Will the gentleman yield? 

Mr. Manon. Yes. 

Mr. Tuomson. Mr. Secretary, the response of the Congress to your 
urgent appeal to increase the long-term interest rate and the conse- 
quent compounding of your difficulties in raising the money to pay the 
public bills would hardly commend this approach in your mind, 
would it? Just as you say, in regard to delays, no one in this room 
istoblame. Iam sure of that. 

Secretary Anprerson. I would not want to say that this had any 
relationship to the Congressman’s proposal except that it would have 
to be taken into consideration as to the character of market in which 
we were going to borrow. 

Mr. Tuomson. Which shows the delays that can occur on things of 
this nature. That is all I am referring to. 

Secretary Anperson. For example, you may take the widest varia- 
tion in interest rates as largely a reflection of what is happening in 
the country. You look at the period 1957 and 1958 during the reces- 
sion. QOur short-term 90-day borrowing rate went down as low as 
five-eighths of 1 percent. The December rate was 4.57. This is pri- 
marily a reflection of what is happening in the country. 

Mr. Manon. To bring this discussion to a close, since it cannot be 
conclusively dealt with here, it does seem to me, Mr. Secretary, that 
there is a simple mechanical solution. to your concern about the 
proposition. One way would be to handle it in a manner similar to 
what we now do in connection with a number of programs involving 
payments to individuals under several grant-in-aid appropriations. 
Years ago, in order to avoid the very sort of delay in payments to 
which you refer, a provision was devised to be carried in the annual 
bills. Briefly, it isa paragraph carried in the annual bill, for example, 
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the 1961 bill, and it makes an appropriation for the first 3 months of 
the ensuing fiscal year, in this instance, fiscal 1962. It is an advance 
on the 1962 a ypropriation and it provides that the 3 months’ advance 
provided in the 1961 bill is chargeable to whatever amount is appro- 
priated in the following session “for the full fiscal year 1962. That 
assures continuity of payments to the States and individuals and I 
see no reason why it would not do the same thing with respect to this 
matter of interest payments. 


U.S. GOLD HOLDINGS AND POSITION 


It has been said, Mr, Secretary, that we have gotten ourselves into 
a very precarious position with respect to gold; that we have a cer- 
tain amount of gold in this country; that foreign holders of claims 
against us might be able to claim, if they should desire, some $9 bil- 
lion in gold and that we only have about $19.5 billion. The picture 
is clouded and complicated by the fact that our unfavorable balance- 
of-payments position by reason of trade and otherwise is depleting 
our gold supply. It is said by some of the financial writers that this 
is a very dangerous and serious situation which threatens to under- 
mine the very fiscal foundation of the country. 

How do you relate this to the problem? What actually is the gold 
situation? What gold do you have? What claims are outstanding? 
What is the unfavorable balance and what do you make of this situa- 
tion and what is causing this condition ? 

Secretary Anprrson. Mr. Mahon, I do not want to unreasonably 
take the time of the committee, but this is a very complex subject. 

I think that following World War II this country was one of the 
few fully productive countries in the world. Most’ other industrial 
countries had been ravaged by war and because of humanitarian, eco- 
nomic, and military considerations, it was desirable that we bring 
back, or restore, those other industrial countries to a high level of 
productivity. 

During this period of time, when we were selling American goods, 
the suppliers of those goods wanted to be paid in either gold or dollars. 
The largest accumulation of gold in the free world was in the United 
States. The other countries did not have large accumulations of 
dollars and it was commonly referred to as a period of the dollar gap. 
The United States, in my judgment, rightfully and with wisdom, en- 
tered into a variety of programs, the design of which was to help to 
restore the economic capacity of other friendly countries. 

We have succeeded to a very laudable extent—and I say laudable 
not only in reflecting credit upon what we undertook—but upon what 
the other countries did as well. As these countries have developed 
their industrial capacities, they, too, have become competitors in the 
world’s markets. The net result of all of our programs has been that 
for many years we have been exporters of capital. 

This is reflected in what we call the balance of payments. This 
is to be distinguished from what we normally call the trade balance. 
which is the measurement of the difference between goods exported and 
goods imported. 

We have in the past, and we still continue to run a substantial, 
favorable balance in the balance of trade, but when we consider all 
of the other activities of our country, which include various efforts 
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which we make for mvtual security and aid, the loans which we make, 
the investments of private individuals abroad, and all of the other 
things, we have become, I think, for every year out of the last 10 
except 1, a deficit country in the balance of payments. 

Mr. Manon. The point is that while our exports exceed our imports 
in value, our exports of dollars through mutual security, foreign aid, 
military aid, economic aid, loans and so forth, are such that we are 
permitting the siphoning out of our country year by year a certain 
amount of gold credits ? 

Secretary AnbeEkson. It is not confined only to that because we are 
investing very heavily abroad and when you invest the money is 
going to come back in the form of dividends and repatriation, but it 
will come back slowly. The net of where we stand today is that the 
foreign central banks hold approximately $9 billion of our money in 
deposits and short-term securities. 

In addition to that, foreign corporations and individuals who deal in 
international exe hanges hold dollars with which they make settlements 
of their international accounts. These amounts to about $7 billion. 

We have at the present time about $19.5 billion of gold in this coun- 
try and about $12 billion of gold is required to support the outstand- 
ing Federal Reserve notes and deposits in Federal Reserve banks over 
our country. The balance of payments in the past year ran, to our 
deficit, somewhere in the neighborhood of $3.7 billion. It would 
have been somewhat higher had we not had repayment on loans by 
Germany and others. 

I think that we must realize that the United States has come to 
occupy not just abruptly but gradually a unique position which it 
has never occupied before in history. We should not think that we 
can look back to some other business cycle and say, “This is just a 
repetition of what happened in some previous time,” because we have, 
in fact, become the world’s banker for the first time. 

What function does a bank normally provide ? 

Traditionally, a bank borrows short and lends long. Today the 
foreign central banks buy our short term securities, foreign individ- 
uals hold our dollars in securities, most of them in very short terms, 
and if we look on the other side of the ledger, probably more than 

$50 billion is-due to us, but it is due over a ‘long term. So we have 
come to occupy this position of the normal banking concept of bor- 
rowing short and lending long. 

There is another characteristic that I think it is important we re- 
member. A great many of the countries of the world hold dollars 
as an important part of their inter national reserves and issue their own. 
currency relative to their holdings of gold and foreign exchange, in- 
cluding dollars. This situation emphasizes the importance of keeping 
the dollar sound. 

Mr. Chairman, I think we enjoy the world’s confidence. 

Mr. Taser. Mr. Chairman, would the gentleman yield for a ques- 
tion there ? 

Mr. Manon. Yes. 

Mr. Taner. I am wondering if you can tell us how much of that 

$50 billion which represents the indebetedness of other countries to us, 
or the other groups, foreign groups to us, how much of that is in 
obligations that have been created payable only in the currencies of 
these countries, if any ? 
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Secretary Anperson. There would be none of it that we would 
count in that as repayable in soft currencies or nonconvertible cur- 
rencies. If we get something owed to us in a soft, nonconvertible 
currency, I do not count that as a dollar obligation. 

Mr. Taner. It is not included in the $50 billion ? 

Secretary Anperson. No, If you want a breakdown of the $50 bil- 
lion, I would have to do some work to try to supply that to you. 

Again, let me say that I am pulling this figure out of my memory. 
I am not sure that this is an accurate figure. It is in the order of 
magnitude. 

Mr. Manon. You say, and I believe you are correct, that the coun- 
tries of the world have confidence in the financial stability of the 
United States? 

Secretary ANpERSON. Yes, sir. 

Mr. Manon. Now, if they did not have the confidence in the finan- 
cial stability of the United States and sought to withdraw their gold, 
what might the situation be? 

Secretary Anperson. If the total world should lose confidence in 
the United States and withdraw gold for that purpose, then we 
would have an exceedingly serious situation with which to deal. 
Our obligation, in my judgment, is to be sure that we so conduct 
ourselves and our country that this does not arise. I think that we 
do have, as I say, the confidence of other countries, but I believe also 
that other countries are going to have us under much more critical 
examination than they have in the past because they are in the posi- 
tion of saving, “How well are you running my stake in your affairs?” 

From the “standpoint of our being the world’s banker and also 
from the standpoint of how solidly do we maintain the reserve char- 
acteristics of our money, that is. 

The important thing I would like to point out is that this is rather 
a new thing for the American economic mind to assimilate. We have 
gotten into this kind of a position and yet our position and the posi- 
tion of the free world is exceedingly important in relationship to it. 
We can maintain that confidence if we, from the standpoint of the 
Government, pursue policies which will lead others to believe that 
we are going to maintain the purchasing power of our currency and 
not allow it to erode away. 

T do not believe that it is possible for any man to say that anv one 
single item is the sine qua non to the maintenance of that confidence. 
Tt includes budgets. It includes fiscal policy. It includes the way 
in which we manage the debt. It includes monetary policy. It in- 
cludes the problem of the relationship of cost and productivity. It 
includes our balance of payments and others. 

So, while we cannot assign, I do not think, a proportionate share 
of responsibility in mathematical preciseness, we must recognize that 
all of these things do have an element of responsibility in the main- 
tenance of the sound confidence which we must insure. 

Mr. Manon. Do you then regard as absolutely essential, if we are 
to avoid fiscal disaster, that we -maintain the confidence of the world 
in the American dollar and in our fiscal policies? 

Secretary Anperson. I think it is essential, not only to us but to 
the free world. 





63 


Mr. Manon. Is it correct that the American holder of notes and 
bonds cannot demand gold in payment but that foreign people who 
have these obligations can demand gold ? 

Secretary Anperson. No, sir. The Americans cannot demand gold 
and neither can foreign citizens demand gold. Only foreign central 
banks can ask for gold. 

Mr. Manon. They hold against us about $9 billion ? 

Secretary Anperson. About $9 billion. 

Mr. Manon. We have about $19.5 billion in gold? 

Secretary Anperson. About $19.5 billion. 

Mr. Manon. How much is required to maintain the stability, com- 
ply with reserves, and so forth, of our currency ? 

Secretary Anperson. About $12 billion. 


RELATIONSHIP OF FOREIGN AID PROGRAM TO UNFAVORABLE BALANCE OF 
PAYMENTS POSITION 


Mr. Manon. In view of our present unfavorable balance of pay- 
ments position, would it not be well, Mr. Secretary, for Congress to 
fail to continue a foreign aid program of the proportion recommended 
in the President’s budget ? 

Secretary Anprerson. No, sir; I do not think so. 

The world has become so interdependent the security of the United 
States depends not only upon our economic well-being and military 
well-being, but upon the economic and military well-being of other 
countries. 

Gentlemen, if we are going to have to live in an uncertain world 
for a period of time that nobody can know, we are goiug to have to 
maintain military strength not only ourselves but our allies as well. 
In order to do it you have to have a strong financial system. 

At the root of a strong financial system is this element of confidence. 
It seems to me that the proposals which have been made this year 
are reasonable ones. [ do think that we have to labor very hard to 
try to increase our exports. We have to examine all of the techniques 
that may be available in order that we can be sure that our business 
institutions are competitive with others. We have to approach this 
thing not from the standpoint of doing unwise, temporary, or improper 
expedients, but from the standpoint of our becoming a country which, 
through expanded world trade and expanded exports, brings more 
nearly into some equilibrium the structure of our balance of payments. 
This is the right way to go about it. 

Let me point out this: If we are going to become more competitive, 
if we are going to maintain a competitive position, one of the things 
that would be most dangerous to us is to allow inflation to develop 
in our country so that costs and prices went up. This again comes 
back, Mr. Chairman, to the measurement of all of these things I have 
spoken about as having some portion of the responsibility. I do not 
think that you can just pick one out, but this is one of the reasons I 
have so urgently, and I would say almost with emotional insistence, 
asked that the Congress give some additional flexibility to the manage- 
ment of the debt. 
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Mr. Manon. I realize your position on that, Mr. Secretary, and I 
will not take the time of the committee to discuss that. You will 
doubtless present that before another committee. 


IMPORTANCE OF CONFIDENCE IN THE DOLLAR 


Now, with respect to this matter of confidence, if there should be a 
joint run on all the banks in the United States, I suppose that would 
be a disastrous and eatastrophie situation ? 

Secretary ANnpErsoN. Yes, sir. 

Mr. Manon. I assume that you would agree that if the holders of 
credits against us should immediately demand their gold, we would 
also be in a very difficult and impossible situation, but you do not 
anticipate that at all as long as we show capability of running our 
fiscal affairs? 

Secretary AnpErson. I do not, and I do not think, Mr. Chairman, 
that the withdrawals of gold in the past have been based upon lack of 
confidence. Traditionally, a great many countries like to hold a por- 
tion of their reserves in gold, As they accumulate dollars, they have 
been able to make purchases of gold and restore themselves to histori- 
cal positions. The problem is simply one of maintaining the confi- 
dence of countries. 

Mr. Manon. With the $124 billion deficit of fiscal 1959 repeated 
very often, we might lose that confidence, would we not, Mr. Secre- 
tary ? 

Secretary Anprerson. Let me say this about the deficit situation: 
When one goes into a period of recession such as we did in 1957-58, 
revenues fall. About half of the $12 billion deficit is due to a de- 
cline in revenues and about half is due to expenditures. The reve- 
nues fell substantially because corporate profits fell so rapidly. 

On the expenditure side, we stepped up very greatly the expendi- 
tures for unemployment compensation and other sorts of built-in sta- 
bilizers we have built into our economy in order to mitigate the hard- 
ship of individuals. 

It is my judgment that in periods of prosperity and high levels of 
business activity, we ought to generate substantial surpluses. If we 
entered a recession with a substantial surplus in back of us, we would 
then mitigate the amount of deficit which we would run. 

Mr. Manon. I see. 

Secretary Anperson. Then in the turn of the business cycle, you 
always ought to come out of it with more surplus than you had deficit, 
but to do it, you have to have a substantial surplus prior to a decline 
in economic activity and come out with a generation of a surplus again 
as you move from recovery into a new level of high activity. 

Mr. Manon. I have a few more questions but Mr. Horan has a ques- 
tion on this particular period. 


POSSIBILITY OF OTHER NATIONS SHARING MORE IN AIDING UNDERDEVELOPED 
COUNTRIES 


Mr. Horan. Along this line, Mr. Secretary, I believe you called upon 
the other responsible nations in the Western civilization concert to 
share more of the international burdens, is that not true, in Paris? 
I was encouraged by that and I would like to know what the situation 





is. I would like to have you comment on what the situation is in 
those countries which today discount the American dollar and who 
might, therefore, in my book, be expected to share a greater share of the 
burden which we obviously, for our security, ought not to have im- 
posed upon us. : ge 

Secretary Anperson. I do not think the dollar is discounted by 
any country. What we have done is essentially two things: After the 
war we were tolerant of some of the Western European and other 
industrial countries that had been making discriminations against 
us by establishing quotas and import taxes and that sort of thing. 
They were trying to accumulate dollars both for reserves and for 
foreign exchange purposes, and we were trying to aid them. We have 
said to those countries that this time is past: “There is no longer any 
reason in the world for any of you countries to discriminate against 
the dollar.” 

We have urged that those restrictions be taken off. I can say that 
we have been gratified that a great deal has been done in this respect. 

At the same time, we have said to the other countries, “Now that 
you have achieved a period of economic development in your coun- 
try, it is high time that you undertook your rightful share of trying 
to supply capital to the other underdeveloped countries because we 
are no longer talking about a dollar gap.” 

If we are talking about anything we are talking about a capital 
gap and capital can be supplied by other industrial countries as 
well as by the United States. 

Mr. Manon. The committee will stand in recess at this time until 
2 o'clock this afternoon. 


AFTERNOON SESSION 
FOREIGN CAPITAL INVESTMENT 


Mr. Manon. We will resume our hearing. 

Secretary Anderson, when we recessed this morning we were talk- 
ing about the status of our gold reserves and related problems. Is it 
true that there is considerable flight of capital—maybe the word 
“flight” is not the best word—of American capital to other countries, 
money which is being expended in other countries by American in- 
dustry for plants and production facilities, where labor is cheaper and 
where the products are manufactured, which might otherwise be man- 
ufactured in the United States? Does that account for considerable 
flight of gold from this country ? 

Secretary Anprrson. I would like to supply the accurate figure but 
my memory suggests at the moment that U.S. private investment out- 
flow abroad runs about $2 billion a year. 

Mr. Manon. You can amplify that for the record. 

(The additional information follows :) 

In 1958, the last year for which complete data are available, net U.S. private 
capital outflow amounted to $2.8 billion exclusive of about $750 million of rein- 
vested earnings of foreign subsidiaries of U.S. firms. About $1.1 billion of this 
outflow took the form of direct investment. The remaining $1.7 billion was in 
the form of portfolio investment, predominantly at long term. Of the total 
capital outflow of $2.8 billion, somewhat over $400 million was in Western Eu- 
rope; $1 billion was in Canada; and roughly a half billion dollars each in the 
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remaining areas of Latin America, international institutions, and “all other 
countries.” 


In 1959, preliminary indications are that the private direct investment com- 
ponent is up from the previous year’s level but that the net U.S. portfolio cap- 
ital outflow is down sharply. Net U.S. private capital outflow in 1959 has prob- 


ably been not much more than $2 billion, a drop of roughly $800 million from 
last year. 

The large amount of private capital outflow from the United States in recent 
years has been among the important factors contributing to an excess of our 
international payments over our international receipts. While a sizable portion 
of our private capital outflow probabiy takes the form of U.S. exports of goods 
and services, the balance results ip dollar accruals by foreigners. 


AMOUNT OF FOREIGN INVESTMENTS, CREDITS, ETC. 


Mr. Manon. You referred to a figure of $50 billion outstanding 
and owed to the United States by other governments or the people 
of other countries this morning; is that correct? 

Secretary Anperson. This would include everything that is owed 
to us. It would include the amount of investment which we have 
made abroad and which we will be getting back in the form of divi- 
dends, repatriated capital. It includes all sources from which we 
would expect earnings in dollars coming back to us over a period of 
time. 

Mr, Manon, If industry has spent a lot of money on a plant over- 
seas, you are including in this $50 billion what might be secured in 
return in case this industry liquidated; is that part of it? 

Secretary ANpERsSON. We would be including the amount of in- 
vestment that we would have made in foreign countries. We would 
expect that to come back in the form of dividends, earnings, and 
that sort of thing from the stockholders of the companies. 

Mr. Manon. In other words, this $50 billion would not be of great 
need to us if an emergency arose whereby we would want to call in 
large blocks of gold? 

Secretary ANpERsSON. No. 

This is the point: The return flow, whether in terms of debt re- 
payment, most of which is in installments or in earnings on invest- 
ments abroad, would be determined over a long period of time. 


NATIONAL DEBT INCREASE 


Mr. Manon. I do not seek to be political when I look back at Gov- 
ernment expenditures, but it could be argued, if one wished to argue 
it, if the administration had been in control since 1953 of the other 
major party, that a better job would have been done, or a worse job 
would have been done. That is not the issue I raise here, 

I raise this question: Mr. Stans, do you think that the Govern- 
ment has operated just about as efficiently as one could expect it to 
operate during the last 7 years? ; 

Mr. Srans. I think there is always room for improvement in effi- 
ciency. However, I believe that the Government, by and large, has 
operated with reasonable efficiency. We should nevertheless continue 
to improve its efficiency. ’ 

On the other hand, that question does not affect the size of the 
budget really significantly. The thing that has pushed the budget up 
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in recent years is not inefficiency but increased programs, increased 
undertakings on the part of the Government. 

A couple of years ago we did not think of spending, or no one had 
the idea of spending, a billion dollars for activities in outer space. We 
are having things like that, which became national policy, thrust 
upon the budget in the way of new programs year after year. That 
is what is pushing our level of expenditures up, really. 

Mr. Manon. During the last 7 years we have had a considerable 
degree of prosperity, generally speaking. We have had some ups and 
downs but generally it has been a very prosperous time in this coun- 
try ; is that correct? 

Mr. Srans. That is right. We had two recessions, one in 1954 
and — in 1958, but other than that we have been on an upward 
trend. 

Mr. Manon. As you look at the crystal ball, do you think that we 
will do substantially a better job of administration and planning in 
the future than we have in the past ? 

I do not mean to be political. 

Mr. Srans. I think, Mr. Chairman, that it depends on how well the 
people of this country are willing to accept some kind of discipline 
in the way they want their Government to operate. 

Mr. Manon. Some kind of discipline which they have not yet 
accepted ? 

Mr. Srans. Some kind of discipline which they have not recently 
been willing to accept, discipline that faces up to the responsibility of 
paying our debts, discipline that faces up to local problems in the 
local community instead of looking to the Federal Government to deal 
with them. 

Mr. Manon. During most of the last 7 years, the Democrats have 
been in control of Congress. The Republicans have been in control of 
the Executive. We have a two-party system and we will no doubt 
continue to have a two-party system for a long, long time. 

Now, despite this period of relative prosperity and relative good 
management to which you refer, the national debt has gone up some 
$18 billion between 1953 and 1960. Is the national debt going up 
another $18 billion in the next 7 years? I think a lot of people are 
beginning to be a little concerned about that, Democrats call Republi- 
cans. 

I am talking about the country now. 

Where you sit, can you visualize anything different from a continu- 
ing increase in the national debt? 

Mr. Stans. I think the answer to that is very simple. The $18 
billion by which our debt has gone up in the last 7 years is almost 
entirely attributable to the recession of 1958. We had 2 fiscal years 
that had a $15 billion deficit instead of a surplus. Now, a debt pay- 
ment is proposed by this year’s budget, but I do not think any of us 
is optimistic enough to think that the country is not going to have 
ups and downs in its economic cycle. If every time we have a down- 
swing we are faced with a $10 billion or $15 billion deficit and we do 
not do anything about repaying some of our debt during the years 
of prosperity, then our national debt is going to go up and up and up. 

The only time we have an opportunity to offset the deficits that are 
created in recession periods is in periods of prosperity like now. That 
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is why it is so important that we do everything that we can to main- 
tain this $4 billion surplus. 


PROSPECTS OF TAX RELIEF 


Mr. Manon. With ever-increasing spending, and you have sug- 
gested probably an expenditure of a ‘billion dollars in 1962 over 1961, 
where does that leave us, taxwise? Is there any real hope for tax 
reduction ? 

Mr. Srans. Yes, I think so, looking ahead. 

Let me make clear that the billion dollars I mentioned this morn- 
ing is not a prediction that the total spending will go up a billion 
dollars, but that there are some items that are going to go up a billion 
dollars. 

Mr. Manon. I see, but if a better job of budgeting or appropriat- 
ing, or both, is not done, we still would have the overall increase 
of a billion dollars or so. 

Mr. Srans. The real answer is in the extent to which our economy 
continues to grow. Over a period of years, if you look back, the 
normal growth of the country at present tax rates would produce 
another $3 billion, possibly even $4 billion, of revenue a year. It 
is a matter of arithmetic that if all things worked out favorably 
in our economy and it continued to grow without a recession over 
the next few years, the increase in revenues could very well be, under 
reasonably close budget policies, much greater than the increase 
in expenditures. There is the opportunity for tax reform and tax 
adjustment over a period of time. 

Mr. Manon. But the tax take in the last few years has been much 
greater than in any prior comparable period in our history—even 
greater than in any wartime period. 

Mr. Srans. I think it has been greater this year and will be greater 
next year than at any time in history. 

Mr. Manon. Our tax take has been much greater during the last 
few years than even in wartime. 

Mr. Srans. That is right. The highest previous year was $71 bil- 
lion in 1957, 

I would like to add one more thing because when you talk about 
the future, Mr. Chairman, obviously the largest element of expendi- 
ture in this budget is national defense. If we can ever get to the 
point where we have the kind of understandings with other coun- 
tries that make it possible for us to reduce safely our military ex- 
penditures, then the budget can take on an entirely different char- 
acter. 

DEFENSE AND NONDEFENSE SPENDING 


Mr. Mavon. Iam glad you mentioned defense spending. T intended 
to bring that up. 

A lot of people have had the impression and still have, that the in- 
crease in Government spending in the last several years has been 
a result of the increase in defense costs, but. the plain truth is that our 
difficulty has arisen, not because—certainly in the last few years— 
defense spending has been increasing, but because nondefense spend- 
ing has increased. 
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As I read the figures in the budget, and elsewhere, defense costs 
really have edged downward during this past 7 years, whereas non- 
defense spending has increased about 77 percent in this budget over 
fiscal 1954 if you include the highway trust fund. So, the reason 
that the budget has skyrocketed during the last 7 years has not been 
because of defense spending increasing, but by reason of nondefense 
spending increases, the way I read the ‘figures. 

Nondefense spending under this budget is up by $16.2 billion over 
fiscal 1954. That could be to the credit or discredit of the administra- 
tion or Congress, or both, but I am trying to face the realities of life; 
am I correct ? 

Mr. Srans. You are substantially correct in that. There is no ques- 
tion about it. The only modification I would make, of course, is that 
while defense spending in the aggregate has not gone up in this period 
of time, back in 1954 it was affected substantially by the financing 
of the Korean war. 

We have maintained our spending at approximately that same level 
for defense. 

Mr. Manon. In the 1961 budget, defense spending is unchanged 
from the current year 1960. The whole i increase of $1.4 billion is in 
nondefense. In comparison to fiscal 1954, major national security ex- 
penditures in this 1961 budget are down by $1.3 billion. 

Mr. Srans. The Department of Defense spending goes up $50 mil- 
lion from 1960 to 1961. The aggregate of what we call major na- 
tional security, which includes military assistance and atomic energy 
and stockpiling, actually goes down about $80 million in expenditures. 

Mr. Manon. I would like to direct your attention to pages 44 and 
45 of the Federal Budget in Brief which was issued last Monday. 


Without objection, I would like that table to be placed in the 
record at this point. It isa very informative table. I might add that 
the highway trust fund, established in 1957, is not included because 
it is outside the general budget totals. But that does not alter the 
point I make. 





(The table is as follows:) 


Budget expenditures by function 


[Fiscal years. In millions of dollars] 


Actual Estimate 
Description 


\ 
1955 1956 | 1957 | 1958 | 1959 | 1960 | 1961 


Major national security: 
Department of Defense— Military: 
Military functions: ! 

Purchase of aircraft, missiles, 
ships, and other military 
equipment ; 13, 943 | 13, 602 

Regular, Reserve, and retired 
military personnel. 11,959 | 12, 146 

Operation and maintenance of 
equipment and facilities 10, 137 | 10,321 

Research, development, 
and evaluation of military 
equipment ‘ 3,680 | 3,917 

Military construction and ‘other - 7' 1, 226 1, 009 


Subtotal, military functions- -_ 40, 336 35, 532 |35, 7 38, 439 |39, 062 |41, 233 [40,945 | 40, 995 

Mutual security program—amilitary 
assistance 3, 629 | 2,292 | 2,611 | 2,252 | 2,187 | 2,340 | 1,800 
Atomic energy 1,895 | 1,857 | 1,651 | 1,990 | 2,268 | 2,541 | 2, 675 
Stockpiling and defense production.....-| 1,045 944 588 490 625 312 230 





Total, major national security 46, 904 rc 626 |40, 641 |43, 270 |44, 142 |46, 426 45, 650 


Interest: 
Interest on the public debt: 
Marketable obligations__--.......-- 3, 101 , 127 | 3,659 | 4,103 | 4, 582 
OS eee eee are 1, 667 , 656 | 1,635 | 1,582 | 1,526 
Special issues-_-_---- a ikueinininneiet ie Te » il 1,138 | 1,241 | 1, 223 
Other nonmarketable issues-__--- 487 78 354 319 27 
Interest on refunds and uninvested 





— = ————————== SS 


88 60 63 82 


SE Re ce cence 6, 470 , 438 | 6, 846 7,308. 7, 689 7,671, | 9, 385 





International affairs and finance: 

Mutual security program—economic: 
Defense support Ties aac nni dedi 967 7 881 
Development Loan Fund 66 
Technical cooperation and other pro- 

I oo Bone cen bec ai svs ica iin 86 5 5! 577 

Other economic assistance 3 

Conduct of foreign affairs.._._.....----- f : 2 "937 

Foreign information and exchange ac- 

I Naa denen nisin aio aren ‘ Q : 139 141 
Total, international affairs and 
finance E ; » 1a , 18 ,8 2. 3, 780 2, 066 


Commerce and housing: 
Aviation _ _-_- 86 g f 494 627 
Space exploration ‘and flight technology. ¢ ¢ 145 325 
Water transportation. ion again 37 ¢ 2 ¢ 436 537 
Housing and community dev elopment_. —506 2 ¢ 3! 1, 291 590 
Promotion and regulation of business-_- 285 366 : 5 197 207 
Postal service 31: 56 he f 5 774 604 
Civil defense and other | 65 7 8 26 83 110 








Total, commerce and housing 7 f , OF , 455 | 2, 106 | 3, 421 3, 002 
Agriculture and agricultural resources: 
Farm price-support and related pro- 
I i al militia ached aneki ih caeiyaichhiate , 689 | 3,486 | 3, , 4 3,151 | 5,126 | 3, 
Agricultural land and w ater resources __- 252 290 305 37 448 547 
Rural electrification and rural telephone 
204 217 297 315 
Farm owne rship and operation loans___- 256 236 231 7 239 250 
Research and other agricultural services _- : 173 215 2: 255 291 











Total, agriculture and agricultural 
IN oo erated accede titan aie 2. 557 4,388 | 4, 867 4 525 | 4, 389° 6, 529 











See footnotes at end of table, p. 71. 
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Budget expenditures by function—Continued 


[Fiscal years. In millions of dollars] 


Actual Estimate 
Description 


1956 1957 


Natural resources: 
Land and water resources 925 
NS ies 6c teste eagles enone minted 139 163 
DIGCAOUIAL CREED oe vaca docu ccicédiscuesmaue 44 59 
Fish and wildlife d J 45 51 
MERION 5 oo icSccdedccadentcansanncnbad Q 38 62 
General resource surveys and other 35 < 35 38 


Total, natural resources A, 316 | 1,202 41 105 1, 297 








Labor and welfare: 
Public assistance (payments to States to 
SI RASS THRO) 52.< ona gnanscgscisas 1, 439 1, 558 
— health 290 "275 ” 351 469 
Education 274 325 281 d 
Labor and mé¢ anpower Ss exenneadicd 277 
Science, research, libraries, adi museums. 33 53 56 
School lunch, vocational rehabilitation, 
and other 172 164 200 


Total, labor and welfare 





Veterans services and benefits: 

Compensation 1, 864 | 1,875 | 2,024 
Pensions, burial and other allowances. -- 934 995 | 1,080 
Hospitals and medical care : 788 801 856 
Readjustment benefits—education and 

training 664 767 774 
Readjustment benefits—loan guarantee 

and other 150 123 126 
Insurance and indemnities 57 105 47 
Other services and administration__..._- 178 176 175 


Total, veterans services and benefits.._| 4, 256 4, 457° 4, 756 4, 793 5,174 5, 157 


General government: 

Financial management 449 431 475 47 
Property and records management 155 164 164 194 
Central personnel costs__-..............- 115 334 627 
FBI, alien control, and related programs. 188 187 
Legislative and judicial functions_______- 91 115 130 
District of Columbia, Territories, and 

possessions 72 77 
Weather Bureau and other 281 98 





Total, general government Y 1, 700 








Allowance for contingencies 





Total budget expenditures._........__- 67, 772 on et bo. 540. 69, 69, 433 71, 936 80, € 697 rs 383 79, 816 


1 Breakdown not available on a comparable basis prior to 1959, 

2 Net after proposed postal rate increases. 

+ From 1954 to 1956, includes Federal-aid highway expenditures; since 1957, these expenditures have been 
made through a trust fund, 


Mr. Manon. On page 44 I read about halfway down, “Total, major 
national security, In 1954, $46.9 billion; 1955, $40.6; 1956, $40.6; 
1957, $43.3; 1958, $44.1; 1959, $46.4; 1960, $46.6; and 1961, $46.6. I 
am using rounded amounts. The amount for 1961 is slightly below 

1960 in national security items. 

You are still below the fiscal 1954 figure and the fiscal 1954 figure 
began as of July 1, 1953 and the Korean war had been terminated 
before that time. 

Mr. Srans. I think, however, there was a carryover effect in 1954 
of the commitments made during the Korean war and you will also 
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notice there was a much larger figure for military assistance in 1954 
than in 1961. 

However, the general proposition is true, Mr. Chairman that basical- 
ly the bulk of the increases in the budget have been in the non- 
military programs. 

Mr. Manon. Yes, but can that be defended? Could a better job 
have been done by the administration and the Congress on that issue? 
Have we gone astray ? 

Mr. Srans. I am not sure that anyone could say we have gone 
astray. I think by and large we have increased the share of respon- 
sibility which the Federal Government has been willing to undertake 
for the benefit of many activities which in earlier days ° were financed 
at the level of States and local communities. Our public assistance 
expenditures have gone up greatly during this period of time and so 
have our various grant-in-aid programs and so have our construction 
programs, and many others. 

We are in a position in which the people of the country, and some- 
times those referred to as pressure groups, are demanding more 
from the Federal Government all the time and the Government col- 
lectively—by that I mean the executive branch and the Congress— 
have given it to them. 

Mr. Manon. It seems quite uncomplimentary of the country—I am 
speaking of the whole country—that during this 7-year period of 
1954-60 when the tax take has been $150 billion more than it was 
during the previous 7 years, that nevertheless the public debt has 
been increased by some $18 billion. There is some fault somewhere 
and maybe there is credit and blame for everybody to bear, but this 
is the kind of situation which Chairman Cannon was inveighing 
against this morning. We want to avoid a continuation of this 
sort of thing. 

Mr. Srans. The largest item of the character that you are discus- 
sing is interest on the public debt. 

The next largest is the farm price support program. Without 
wanting to open up any debate on that one, you will notice that our 
expenditures there have increased by $2.6 billion from 1954 to 1961. 
As far as I can see, we still have not solved that problem. 

Mr. Manon. No, that is right. There has been an increase in the 
cost of the farm program and at the same time the net income of the 
farmer during that period has gone down $18 billion and the prices 
the farmer receives has gone down very considerably. Yet, with all 
that money, we have not ‘found a w ay to operate the program success- 
fully. I do not have a quick answer to it. T am not offering myself 
as an expert as to what the answer is, but there is a faulty situation 
in existence or else these would not be the facts. JI think as citizens 
and officials we have to face up to that. 





COMPOSITION AND AVERAG 





E LENGTH OF PUBLIC DEPT 


Mr. Manon. I wish vou would insert an appropriate tabulation and 
appropriate text. Secret ary Anderson, on what success, if any, the 
Treasury has had in lengthening the average age of the debt during 
the last several years. Also, what gener ally i is the makeup of the debt 
as to tynes of securities? And how much refinancing of the debt will 
you be faced with in the next several months? 
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I think you can give us some meaningful figures here for our future 
reference and I am not going to take the time now to ask you to reply 
at this moment. 

(The information requested follows :) 


An important objective of the Treasury is to lengthen the debt whenever 
conditions are appropriate. Debt lengthening is not an end in itself. The 
Treasury wants to reduce to a minimum the frequency of new Treasury offer- 
ings so as to interfere as little as possible with the orderly marketing of 
corporate and municipal bonds and to give the widest possible scope to the 
Federal Reserve for conducting an effective monetary policy. The mere pas- 
sage of time constantly shortens existing maturities. Thus, the Treasury must 
take advantage of every appropriate opportunity to push out into the interme- 
diate and long-term areas. 

To be specific, out of a total marketable debt of $188 billion on December 31, 
1959, $80 billion matures within 1 year; $61% billion matures within 1 to 5 
years ; and $4614 billion matures in 5 years and over. 

In the very short-term sector—securities maturing within 1 year—the prob- 
lem is, of course, how to keep more and more of the debt from piling into 
this short-term area. 

If the Treasury does nothing to extend the debt as it comes due and refunds 
everything within the 1-year area, the passage of time will increase the volume 
of under-l-year debt by more than $35 billion in the next 2 years, raising the 
total from the current figure of $80 billion to over $115 billion in December 1961. 

The problem is how to prevent this from happening. Over the last few years, 
we have had a short-term debt that runs in the neighborhood of $70 billion; 
the liquidity needs of the economy seem to justify a short-term debt of about 
that size. If liquid instruments were not provided by the Treasury, it seems 
clear that they would be supplied by other liquid market instruments such as 
commercial paper, acceptances, or time deposits. 

However, real difficulties would result if the economy had to absorb over 
$115 billion of such very short-term debt. Such an occurrence would, first of 
all, tend to increase rates unduly in the short-term area. In addition, the result- 
ing increase in the volume of liquidity instruments—the next thing to cash— 
would present serious problems to the Federal Reserve System in its manage- 
ment of the money and credit needs of the economy. 

The table below summarizes the results of recent years: 


Maturity distribution and average length of the marketable interest-bearing public 


debt } 


{In billions of dollars] 











i ' 
Maturity classes 
IG of ees Tere ORR ha cee pribeneteteeel 
year standing | Average length 
|Within 1 year] 1 to 5 years | 5 years and | 
| over 
| 
elec! drinitol 154.4 63.4 40. 6 50.3 | 5 years 3 months, 
We 2-522, 160.7 | 79.9 | 33.2 47.5 | 5 yeats 
1954 | 162. 4 67.3 | 30. 5 64.5 | 5 years 6 months. 
CS Td 163. 3 | 61.6 | 39.7 61.9 | 5 years 6 months. 
1956 _ _- | 160. 4 | 68. 6 43.4 48.4 | 4 years 11 months. 
1957. .. _ 164, 2 75.3 48. 0 40.9 | 4 years 7 months. 
eee 175. 6 | 72. 6 §3. 8 | 49.2 | 4 years 9 months, 
1959... | 188.3 | 79.9 | 61.6 46.7 | 4 years 4 months, 
! 





1 Including savings notes. All issues classified to final maturity except partially tax-exempt bonds 
which are classified to earliest call date, 


RIGHT OF REDEMPTION IN LONG-TERM BONDS 


Mr. San'rance.o. Mr. Chairman, may I ask a question on the debt 
of the Secretary / 

Mr. Manon. Yes. 

Mr. Santance.o. Mr. Secretary, the President has asked for the 
lifting of the ceiling on the rate of interest on long-term bonds. As- 
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suming that the Congress did lift the ceiling, what would your view 
be with respect to having a right of redemption in those bonds where 
they have been sold for more than 5 years, that is a right of redemp- 
tion after 5 years? 

Secretary Anperson. Well, let me make clear that I never want to 
rule out consideration of any kind of a proper technique for the financ- 
ing of the debt. As you know, the Treasury has put out callable 
bonds on many occasions in the past. They might want to do it again. 
I think though that we would have to say that any time you put a 
callable feature in a security, that it costs more in immediate interest 
cost than it would if you did not have the call. 

Mr. Santanceto. Mr. Secretary, one of the main objections to rais- 
ing the ceiling is that we do not wish to saddle upon the future a 
rate of interest which might be high in comparison to the rate of 
interest in a future market. 

You say that you want to sell long-term bonds. Why would you 
not be able to sell long-term bonds in excess of 5 years where you pro- 
vided that the Government, if the rate of interest dropped after 5 
years, would have the right to call in those bonds and resell them at 
a lower rate of interest ? 

Secretary Anprerson. When we call a bond, of course, we do not 
call it in and resell it. We call it in and retire it. In order to retire 
it, we have to issue new securities of same kind. 

Mr. SantanceLo. The effect would be the same. 

I meant that you would be reissuing securities at a lower rate of 
interest. Why could vou not recommend such a thing as that so that 
you would eliminate the permanent saddling upon the future an ob- 
ligation bearing a high rate of interest ? 

Secretary Anperson. There have been in the past bonds issued with 
redeemable features at the Treasury’s option and the Treasury has 
the authority today to do it. 

Mr. SanTaNnceELo. On long-term bonds? 

Secretary Anperson. Yes; except for the interest for the ceiling on 
the interest rate, of course. 

I think again what you have to weigh is whether you would have 
to pay a somewhat higher rate to put the callable feature in. Sup- 
pose you put the callable feature in and say that anytime within 3 
years of maturity you could call the bond. You would then have to 
make a judgment as to whether or not you think the economic condi- 
tions within that period of time would be such as to produce lower 
rates of interest. 

What normally produces lower rates of interest? Low levels of 
business activity—recessions. The low point in interest rates in 
recent time has been in the 1957-58 recession. 

I do not rule it out as a posibility, however. 

Mr. Santancevo. Mr. Secretary, I heard some complaints by the 
public that they had no opportunity to purchase short-term bonds. 
Has the Treasury Department offered for purchase short-term bonds 
bearing interest at 4.75 percent before offering them to the banks? 

Secretary ANnpEerson. Yes; we put them out so that anybody could 
bid on them. 

Mr. Santancexo. Is there a priority for the banks or do you give 
a priority to the public over the banks? 
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Secretary Anperson. Normally, we give a priority to the small 
purchasers. For example, in the sale last October of 5 percent notes, 
we had more than 100,000 individual subscriptions. 

Mr. SANTANGELO. What is the total amount of bonds that they have 
purchased ? ti 

Secretary Anperson. They purchased three quarters of a billion 
of that issue. 

Mr. SANTANGELO. Was that the lowest amount they could get? Is 
that the total amount they could obtain ? 

Secretary Anperson. They got all that they had bid for, asked 
for. 

Mr. Sanrancevo. Is that what you offered or did you offer them 
more than three-quarters of a billion worth 4 

Secretary Anprerson. We offered $2 billion and I think we issued 
an over allotment to $2.3 billion. 

Mr. Santancevo. At 5 percent? 

Secretary ANDERSON. Yes, sir. 

Mr. Sanrancevo. Did you sell to the public during the depression 
of 1957-58 ? 

Secretary Anperson. All of our securities can be bought by the 
public. 

Mr. Santance.o. The complaints I have received from private in- 
dividuals have been to the effect that they find they cannot purchase 
these short-term Government bonds. 

They are purchased by financial institutions, banks, and they cannot 
purchase them. 

Secretary Anperson. Let me show you how normally we would an- 
nounce the offer. We would announce the offer after the close of the 
market on a particular day and anybody in the country who wants 
to can buy those securities. Every Federal Reserve bank all over the 
United States would act as the fiscal agent of the Government through 
which purchases could be made. As a matter of practice, individuals 
do not normally participate in short markets to the extent that institu- 
tions participate in the short markets, but there is no reason why they 
cannot do it if they want to. We also would say in a good many of 
these offerings, anybody who puts in a bid of, let us say, $25,000 or 
less, “You get your bid in full.” 

If there is an oversubscription and some institution would put in a 
very large amount, we might allocate something to that institution; 
but up to $25,000 individuals would get their bonds, 100 percent of 
them. 

In a recent offering, which was a week ago Tuesday, we put out an 
issue of bills at auction. I do not have the figures here, but more 
people, individuals, participated in that auction than in any other 
auction we have had of a comparable kind, which simply meant they 
had learned how to buy them. 

Mr. Santanceto, At what rate of interest was it sold, and how 
much did you sell ? 

Secretary Anperson. We sold $1.5 billion at an average rate of 
5.067 percent. 

Mr. SantTanceLo. Did you ever offer them at 4 percent to see if the 
public would buy them at 4 percent ? 

Secretary ANpErson. We put them at auction to the cheapest bidder. 
If they had bid 4 percent they would have taken the whole issue. 





REVENUE INVOLVED IN SCHEDULED EXPIRATION OF TRANSPORTATION AND 
LOCAL TELEPHONE TAXES 


Mr. Manon. With respect to the $4.2 billion estimated surplus for 
the forthcoming fiscal year, I would like to make reference to the ex- 
tension of wartime tax rates. 

What is the potential revenue loss in fiscal 1961 if the transporta- 
tion tax and the local telephone tax now scheduled to expire, or fall, 
on June 30, 1960, are not extended? Do you have the figures? 

Secretary Anperson. Yes. I will insert them in the record. 

(The figures requested follow :) 


Estimated revenue loss if the present tax rates on the transportation of persons and 
general telephone service are not extended 


{In millions] 
Revenue loss 


Scheduled rate decrease | 
Fiscal year Full 
1961 year 


Transportation of persons.........-.---.| 10 percent to 5 percent 7 $105 | $130 
General telephone service 10 percent—repealed es ran kenee 350 | 463 


LEGISLATIVE PROPOSALS DIRECTLY AFFECTING PROSPECTIVE BUDGET 
SURPLUS 


Mr. Manon. In addition to the extension of taxes, new taxes and 
postal increases, what other elements of change in legislation through 
the legislative committees are in the budget that have a direct bearing 
on the $4.2 billion surplus? Be as specific and as all inclusive as you 
can, Mr. Director, so as to fully disclose the extent to which the sur- 
plus is contingent on legislative action. Of course, we take it for 
granted one contingency is that no appropriation request be increased. 

Will you also advise what cushions are included as a hedge against 
unforeseen needs, or decline in revenues, or similar eventualities ? 

Mr. Stans. I will be very happy to. 
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(The requested information follows :) 


Estimates for proposed legislation, fiscal year 1961 
[In millions] 


Description 
Proposed legislation—receipts :' 
1, Tax rate extensions: Amount 
Cre eC Inne Sk oe copeanene $1, 150+- 
Excise taxes: 
General telephone service 350 
Transportation of persons 105 
All other excise taxes 1, 088 


Total, tax rate extensions..._._._._.._.._.___- 2, 693+- 
2. New receipt proposals: 
Taxation of cooperative proposal a 
Depletion allowance proposal Less than 50 
Aviation fuel taxes proposal 89 
Increased fees and charges proposals______________ 32:7 


Total, new receipts proposals.__._._._----.--_._- Less than 150.7 
otal, proposed legislation-—receipts__.-..-__--- 2843. 7 
Proposed legislation—expenditures 2° 
Ae —27.6 
2. Conservation reserve program expansion 32 
3. Area assistance program expansion._....-..-...-.-.- 10 
i. Retired pay for military personnel 22 
. Postal rate increase —554 
6. Payment of Philippine war damage claims__---_---_-_ 49 
7. Allowance for contingencies * 200 


Total, proposed legislation—expenditures — 268. 6 


1 Legislative proposals for taxation of gain from sale of depreciable personal property 
and adoption of clarifying technical amendments to income tax laws are not expected to 
have an impact on 1961 budget receipts and are not included in this table. 

2 Amounts are also included in the budget estimates for the recommended extension of 
several programs for which authorizing legislation expires, but these are not shown in this 
table. 

% Provides for unforeseen increases in existing programs and for proposed new programs 
not separately itemized. 


CONTINGENCIES SURROUNDING PREDICTED 1960 FISCAL SURPLUS 


Mr. Manon. Now, indications are with respect to the current fiscal 
year, that is, the fiscal year 1960, according to the estimate of the 
President in his budget message, we will have a surplus of $217 million 
conditioned on two things; strict control over spending of funds al- 
ready appropriated, and also upon no interruption of economic 
growth. 

I wonder if you could elaborate on that. What funds have you 
impounded and what other restrictions have you imposed in order 
to hold down the expenditure of funds already appropriated and 
available to the Executive ? 

Mr. Stans. Do you want me to answer that now ? 

Mr. Manon. Please, give a brief answer now and elaborate when 
you get the record. 
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IMPOUNDING OF FUNDS IN 1960 


Mr. Srans. Actually we have not impounded any money which the 
Congress has appropriated that the agencies are in a position effici- 
ently to spend. There has been money appropriated that has not yet 
been apportioned for construction and other purposes which the 
agencies are not yet prepared to put into action one way or the other. 

The only action that has been taken beyond that of the budgetary 
lines that we are trying to hold is that yesterday, at the direction of 
the President, I sent a letter to the head of each agency asking them 
to exercise particular caution to see that they avoided, if possible, 
any expenditures beyond those they submitted in their financial pro- 
gram some months ago, which is the one reflected in the revised 1960 
budget figures. In other words, our objective is not to restrict the 
growth, or the normal development of programs. It is to see that 
the agencies do not advance those programs beyond the point they 
had planned to advance them. 

Mr. Manon. The Defense Department seems to say at times that 
the problem is not so much of acquiring the funds as holding ex- 
peaiiligares within certain limitations in order that the fiscal picture 


may not be made less attractive. 

Mr. Srans. Mr. Chairman, what happens with the Department of 
Defense on the expenditure side is that, at the time they submit the 
budget with their requests for new obligational authority, they also 
submit a financial plan indicating the rate at which they are going to 
spend the money. What we do once that expenditure plan is ap- 
proved is to expect apg in the absence of significant controlling cir- 


cumstances requiring a change, to live within the program they have 
laid out and not to accelerate the expenditures unreasonably. 

Mr. Manon. Will you show for the record how much money was 
available for expenditure by the executive branch of the Government 
in the present fiscal year, indicating the areas where the money is, 
like in the Department of Defense, Atomic Energy, and so forth. 

Mr. Srans. I will put in a table. 
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(The requested information follows:) 


Money available for expenditures, 1960 
{In millions] 
Unexpended | 1960 avail- 1960 total 


balance, able NOA available 
Start of 1960 





Executive Office of the President... __- ee ee 544 | $63 $108 
Funds appropriated to the President: 
Mutual security—economic. --- % ‘ ; acd 2, 489 1, = 
Other oes ete dddukud thao ae ss, 
Independent offices: 2, 34! - 281 (22, 926) 
Atomic Energy Commission a odnatipie , 3: 4, 133 
Export-Import Bank of W ashington.. 
Federal Deposit Insurance Corporation. 
Federal Home Loan Bank Board_-- 
National Aeronautics and Space Administration _- 
Veterans’ Administration 
Other. _. 
General Services Administration 
Housing and Home Finance Agency 
Department of Agriculture 
Department of Commerce... -.- 
Department of Defense: 
Military functions. _--- Z 33, 4! , 622 
Military assistance ; ; X , 300 
Department of Defense—Civil- 345 924 
Depgrtment of Health, Education, and Welfare.. baa , Of 3, 466 
Department of the Interior 37% 746 
Department of Justice - : . ’ 266 
Department of Labor__- ; aan f 549 
Post Office Department__---- -- bc ‘ 292 | 656 
Department of State _ os : 222 
Treasury Department cen , 078 10, 476 
District of Columbia_._- : ines teas 62 


Total, executive branch. _.--.------ reel Fee: , 48: 78, 391 149, 873 








FEDERAL RESERVE PAYMENTS TO TREASURY IN FISCAL 1960 


Mr. Manon. The press recently carried some account of what was 
referred to as a windfall of $266 million to be paid over by the Federal 
Reserve System to the Treasury this year. That one item is more than 
the $217 million surplus projection, and therefore alone can be said to 
balance this year’s budget. 

Will you elaborate on that ? 

Mr. Srans. Yes. The figure that you quoted is entirely correct, and 
the fact is that without that windfall we would have had difficulty in 
maintaining a balance in this fiscal year. But I would also like to 

say that in an operation the size of the Federal Government with an 
$80 billion turnover every year, there are always items of windfall 
on the one side and unexpected contingencies on the other side. We 
are going to have windfall items and contingency items in the future. 

Mr. Manon. Could this windfall have been made available during 
the fiscal year 1959 when we were sustaining this $12.4 billion deficit ? 

Mr. Srans. Well, I think perhaps had the Federal Reserve Board 
been willing to change its solicy at that time, there could have been a 

ayment of some lesser amount then. I do not know how much of that 
$266 million accumulated in the last 6 months, for example. 

Mr. Manon. I just wondered if there is anything that does not 
appear on the surface with respect to this transaction. You show an 
estimated surplus this year of $217 million which, without this wind- 
fall of $266 million, would turn into a small deficit. 


50666—60——6 
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Mr. Stans. Of course, the payments from the Federal Reserve Sys- 
tem this year will be much higher than they have been in previous 
years because a large part of their earnings depends upon the going 
rate of interest. As interest rates go up they earn more and pay 
more in earnings to the Treasury. They have been paying through 
the years about 90 percent of their net earnings to the “Treasury. 
Their new policy, while it does give us a larger amount of money at 
one time, also will continue into the future and they will pay some- 
what larger proportions of their earnings into the Treasury regularly 
in the future, as I understand it. 

Mr. Manon. You may amplify that for the record, if you desire. 

Secretary Anperson. I may say this: Prior to 1933 the Federal Re- 
serve Act had a provision which required each Federal Reserve bank 
to pay a franchise tax to the Government that was equal to 90 percent 
of its net earnings after it had accumulated a surplus equal to its sub- 
scribed capital. 

The paid-in capital is one-half of the subscribed capital. In the 
Banking Act of 1933 the Federal Reserve banks were required to pay 
half of their surplus for the capital stock of the Federal Deposit In- 
surance Corporation when it was started. Those payments amounted 
to $139 million. Congress at that time eliminated the franchise tax 
that had existed before in order to allow the Federal Reserve banks 
to rebuild their surplus. By the end of 1946 the surplus of the Fed- 
eral Reserve banks was about equal to the subscribed capital, and 
then the Board concluded that it would be appropriate in order to 
accomplish the purpose of the earlier franchise tax that they would 
pay into the Treasury an amount equal to about 90 percent ‘of their 
earnings based upon the payment of interest on all outstanding Fed- 
eral Reserve notes not collateralized by gold. 

The Federal Reserve System has continued that policy of paying 
over the years so that 90 percent of their earnings came in to us. In 
the last several months the Federal Reserve Board decided that their 
surplus had reached such a level that it would be appropriate to pay 
over 100 percent of their earnings so long as their surplus was equal 
to twice their paid-in capital, or once their subscribed capital. In 
addition they had accrued some surplus over their subscribed capital 
and they had also set up a contingency reserve which they decided 
with this large surplus was not necessary. So they took the differ- 
ence between 90 and 100 percent when they paid over 100 percent of 
their earnings, and this was $72 million. The reduction of surplus 
to subseribed capital was $96 million and the discontinuance of the 

contingency reserve was $98 million, which I think adds up to the 
total. 

I want to make it very clear that this was a judgment made by the 
Federal Reserve Board, at least so far as I am concerned, I was not 
notified of the action until it had been sow by the Board. Governor 
Balderson ceme over to the Treasury in the last week of December 
to announce that this decision had been made. 

As I understand, what the Board has proposed to do in the future 
is to pay 100 percent of its earnings into the Treasury so long as their 
surplus is equal to 100 percent of ‘the subscribed capital. If the Fed- 
eral Reserve System should expand by having additional subscribed 
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capital, then it would have to have some additional earnings in order 
to cover it. 


REVENUE FROM EXTENSION OF CERTAIN TAX RATES 


Mr. Mauon. I would like to refer, Mr. Secretary, to page 3 of your 
statement, and I will quote the first paragraph : 


The revenue estimate for fiscal 1961 is based on a continuance of present tax 
rates on corporation profits and certain excise taxes beyond their present ex- 
piration date of June 30, 1960. If this legislation is not enacted, the loss in 
revenue will be $2.7 billion in the fiscal year 1961, $1.2 billion from the cor- 
poration income tax and $1.5 billion from excise taxes, including refunds on 
floor stocks. The annual full Sonn loss will be $4.1 billion, $2.5 billion from the 
corporation income tax and $1.6 billion from excise taxes. 


These taxes run from July 1 to June 30, so it is not clear from the 
statement why there would be a difference in your estimate—the $2.7 
billion and $4.1 billion ? 

Secretary Anprerson. The primary difference is in the change of 
5 percent in the corporation tax, because the tax rate would run on a 
fiscal year basis and most of the corporations would pay their taxes 
on a calendar year basis. So it they were not extended you would 
only get a part of the effect in the first fiscal year following the calen- 
dar year in which the corporation accrued its income tax. 

Mr. Manon. The tax would run from July 1 to June 30, but on 
account of the time of collection this discrepancy 

Secretary ANnpErson. No. You see, the tax rate would run from 
July 1 to June 30. Most of the corporations would pay their taxes 
on the basis of January 1 to December 31, so most of the discrepancy 
would occur because you would get a 6 months? period in which taxes 
were lower because the corporations pay on a calendar year rather 
than a fiscal year basis. 

Mr. Manon. Is that different from what we have had heretofore? 

Secretary Anperson. No. We will give you a fuller explanation 
in the record. 

(Requested information follows :) 

The tax liabilities of corporations whose accounting year is the calendar year 
constitute about 80 percent of the total corporate income tax liabilities. These 
calendar year corporations would make their payments on 1960 liabilities in 


September and December of 1960, and March and June of 1961, wholly within 
the fiscal year ending June 1961. 

Since, without extension by Congress, the tax rate would drop from 52 to 47 
percent on July 1, 1960, the average reduction for the calendar year 1960 would 
be 21% percent. The rate reduction would therefore be one-half effective in cal- 
endar year 1960. 


Calendar year 1961 liabilities would be computed at 47 percent, the whole 5 
percent drop or full-year effect being reflected in fiscal year 1962 receipts. 


Mr. Matron. Your statements have been ably made and they are 
most helpful, Mr. Secretary. Mr. Jensen. 


GOLD SUPPLY AND POSITION 


Mr. Jensen. Mr. Director and Mr, Secretary, in the explanation 
which you gave this forenoon relative to our gold supply you ex- 
plained the need, in order to back up our currency, of at least $12 billion 
















in gold. We have $19.5 billion in gold, but about $10.5 billion of that is 
owned and could be called by foreign countries; is that right? 

Secretary AnNpErson. Not quite. The Foreign Central Bank hold- 
ings, which we term “official holdings,” as I recall, are about $9.1 
billion. 

Mr. Jensen. A call for the $9.1 billion would reduce our gold in 
storage here; would it not? 

Secretary Anperson. It would cause us problems. The point is we 
want to maintain such a degree of confidence in our obligations that 
they will not want to call it. 


ACTION ON 1960 BUDGET 


Mr. Jensen. Now, is not the best way to keep the confidence not 
only of the foreign financiers and foreign nations but also the Ameri- 
can people in the stability of the American dollar to spend frugally 
for Government business? Is that right? 

Secretary ANpErson. That is part of it; yes. 

Mr. JENSEN. It isa big part of it; is it not? 

Secretary ANDERSON. Yes. 

Mr. JensEN. Of course it is. 

Now, that being a fact, great responsibility rests upon the shoulders 
of the Director of the Budget and on the Secretary of the Treasury, 
but an even greater responsibility rests upon the shoulders of Con- 
gressmen, and more especially on the shoulders of the members of this 
committee, the Appropriations Committee of the House of Represent- 
atives, where all appropriations are supposed to originate, That be- 
ing a fact, it now becomes a national “must,” to a greater degree 
than ever before in the history of America, that we not only defeat 
any attempts to increase the President’s budget, but that we reduced 
it substantially in order to make sure confidence will be maintained 
in the stability of the American dollar. If such confidence is not 
maintained then all is lost. We will have rank inflation and we will 
lose the confidence of our friends across the seas and we will have 
chaos on top of chaos in America. 

Now I think the best example of what takes place in the minds of 
the American people was exemplified last year when shortly after 
the opening of the Congress our liberal colleagues introduced many 
bills which provided for appropriating many, many billions of dol- 
lars over and above our regular budget. 

The American people spoke out. They flooded their representa- 
tives in Congress, and when I say “Congress” I mean the other body 
also, with demands that expenditures be reduced to a minimum and 
that all waste and unnecessary expenditures be eliminated. The effect 
was that the Congress did it because the American people demanded 
that they do exactly what they had to do in order to keep the Ameri- 
can dollar stable. 

This committee reduced the President’s budget for the fiscal year 
1960 to the tune of approximately $2.8 billion. And that was good. 
Of course, when the other body got all through with the appropria- 
tion bills they had increased the President’s budget over $1 billion. 
But when the final job was done and all bills were through the Con- 
gress and the conferences, we did reduce the President’s budget ap- 
proximately $200 million. 
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Now, I hope that we will even do better this year than we did last 
year, and I think we can. I have gone through this budget and I see 
where we can reduce it at least $3 billion. I just believe the commit- 
tee is going to do it. 

Now, the record of Congress, at least over the past 25 years or more, 
shows that the Congress of the United States has been more conserva- 
tive than the Presidents because I believe the record will show that 
Congress has reduced most every budget which the last three Presi- 
dents have sent the Congress. 

That being true, whatever gave anybody in the executive branch 
of the Government, the idea that the Vootident should have the power 
to veto items in any appropriation bill? Will you please answer? 


PROPOSAL FOR ITEM VETO 


Secretary Anprerson. I think, Congressman, the only answer I can 
make is that regardless of the way in which the total appropriations 
are regarded by the legislative branch, or executive, there are bound 
to be differences of judgment. I think while the Congress may in 
total have reduced the expenditures from time to time in various fields, 
other various particular items in the budgets have been increased. 
This is simply a suggestion that when those items are increased, 
regardless of what effect may have occurred as far as the total budget 
is concerned, the Executive should have the opportunity of saying 
that this is a particular item which I think exceeds, or differs from 
that which I think is in the Nation’s best interest ; so I will resubmit it 
to the Congress and if the Congress does not agree, it might again 
overrule. 

Mr. Jensen. Well, that is about the only answer you could give, 
Mr. Anderson, but it is not a good answer, as I see it, because it is 
the responsibility under the Constitution that the Congress shall 
appropriate the money. 

If we had a President who is politically minded and he has the item 
veto power, just imagine what he could do to his friends to help them 
and just imagine what he could do to hurt his enemies. That is more 
power than a good man should want or a bad man should have. 


POSSIBLE REDUCTIONS IN PERSONNEL REQUESTS 


Now, do you think we would hurt any department, agency, bureau, 
commission, board, and so forth, if we reduced their personnel 25 
percent ? 

Secretary Anperson. Well, I would not want to speak for all the 
departments of the Government. 

Mr. JensEN. By the attrition method. 

Secretary Anperson. I think the personnel of the various depart- 
ments receive very careful consideration. I can assure you that the 
Bureau of the Budget—and Mr. Stans can speak more to this point 
than I—has made almost superhuman efforts to try to get the per- 
sonnel to their limits. 

There are certain activities, and one of them is in the Treasury, in 
which we simply feel if we are going to have an adequate enforcement 
of our tax laws as the Nation grows, and as the number of taxpayers 
multiplies, we have to have some additional people to make exami- 
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nations. We are asking for some increase in that area. I think one 
could not make a blanket statement that every facet of the Govern- 
ment would not be injured by substantial personnel reduction. I do 
think, sir, they have been carefully considered. I know this com- 
mittee will want to capeteliy consider them on your own initiative. 

Mr. Jensen. Let me say this: In the 1951 session I introduced an 
amendment that certain agencies to which the amendment applied 
could only fill one vacancy out of four until that agency had cut its 
personnel 10 percent. I had some of the top members of the agencies 
come up to my office and say, “I am going to have to squeal about your 
amendment, but you could reduce personnel in my department 25 
percent and I would get along good.” 

Lindsay Warren, when he became Comptroller General, had 14,000 
people employed in the General Accounting Office. He just stopped 
hiring to fill vacancies. In 5 years he had 7,000 plus. I talked to 
Lindsay. I talked to people down in his Aebnsiaer They came to 
my office. I asked them, “Can you run the business of that department 
as good with 7,000-plus as you did with 14,000-plus?” All of them 

said “Better. 

Now, Mr. Director, even if we reduce the personnel that is being 
requested i in this budget by 4 percent, we would save over $500 million. 
The American people today are paying over $13 billion to be gov- 
erned by some 2,500,000 Federal employees, directed from W ‘ash- 
ington, D.C. In my book that is outrageous. A 4 percent reduction 
would save $500 million at least. 

You could save another $500 million, and I am sure this committee 
is going to do it, in miscellaneous cuts. It is surprising how $1,000 
here and $10,000 there and $1 million here and $5 million there add 
up. I am satisfied that you could save $1 billion or $2 billion and 
maybe more if military purchasing were put on a more businesslike 
basis. I think the business end of the military is run like a bunch of 
school kids running a marble game. Of course, there is good reason 
for that because most of the high military people have never been to 
school in the art of procurement or business administration. They 
step in and run the biggest business in the world and they are not 
schooled in the art to any degree, except through the experience they 
have had, and that has not been anything to brag about. 
MUTUAL SECURITY REQUEST 
By the way, why is it that you are asking more dollars for mutual 
security program this year than you got lust year when the President 
made it very plain that he had asked and insisted that our friends 
across the seas pay their share of the mutual security program? Why. 
in face of that, is this budget higher than the Congress offered to give 
you last year ? 

Mr. Srans. In the fall of 1958 the President appointed a special 
committee to study the mutual security programs, both the military 
assistance and the economic aid programs. That was a committee 
headed by General Draper, which consisted of outst: inding people 
without political bias. Their report to the President recommended 
that the military assistance program be increased, principally in the 
area of helping the NATO countries and the overall NATO programs. 
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The President and other members of the Cabinet gave a great deal 
of consideration to that veport and it was the final decision that the 
recommendations of the report should be recognized and the Congress 
should be asked to increase that program as proposed in the budget ? 

Now, last year the overall mutual security program that was re- 
quested was $3.9 billion. This year it is $4.175 billion. The differ- 
ence in the request is accounted for entirely by an increase in the re- 
quest for military assistance as the result of the recommendations of 
the Draper report. 

Mr. Jensen. That leads me to believe that our NATO friends did 
not take the President seriously, or at least did not act upon his rec- 
ommendation. Have they come through with any greater amounts 
than they have heretofore to help the tax-burdened Americans out a 
little bit in this big job that we are doing around the world to try 
to keep peace in the world and to keep everybody fed and happy? 

Mr. Srans. I believe, Mr. Congressman, discussions are being held 
and have been held and will be held with the various NATO coun- 
tries and with the other free countries to urge them to do a greater 
share, both in the military assistance and in the economic assistance 
areas. I think, however, that the President believes that the contribu- 
tions which the other countries will make toward assuming a greater 
share will not necessarily reduce materially the burden which the 
United States should continue to bear. 

Mr. Jensen. Would you say the best way to get those countries to 
contribute substantially to this problem would be for the Congress 
to reduce the President’s request say $1 billion or so and then just 
say, or have the Secretary of State and other top officials say, “We 
expect you to make up the $1 billion that Congress saw fit to deduct 
from the budget.” Do you not think that would be a pretty good way 
to do it? They certainly are interested in keeping the peace, keeping 
Russia at bay, to a greater extent than they have proven. They have 
given us an awful lot of lipservice. I wish that they would put 
their pocketbook where their mouth is and has been for a long, long 
while. 

I think the best way and the only way to get it done is for this Con- 
gress, and this committee, first to reduce the President’s budget, for 
mutual security at least $1 billion. 

Mr. Stans. Mr. Jensen, I would much prefer that question be di- 
rected to witnesses for the program who are in a much better position 
in the subcommittee hearings to explain the purposes to which the 
money is to be put, the objects to be sought, and the relationship of 
that. program to our defense program. 

I think that when the full story has been heard the committee will 
be in a better position to decide on the program than it would on the 
basis of anything I might say here in defense of it. 

The President strongly believes in it. 


SUPPLEMENTAL ESTIMATES 


Mr. Jensen. How about supplementals this year? What did the 
supplemental amount to last year? How many dollars did Congress 
appropriate over and above the regular bill ? 

Mr. Srans. The question of supplementals becomes a matter of 
definition because there are many items that we include in the budget 
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that are transmitted later. For example, there are some items that 
are based upon new legislation or legislative proposals that are sent 
up later. 

Mr. Jensen. I know that. I would just like to know, I think it 
should be in the record, the amount that was appropriated over and 
above the original budget. You can furnish it. 

Mr. Stans. The best procedure would be to put a table in the 
record at this point. 

Mr. Jensen. You can furnish it for the record. 

Mr. Tuomson. Could that table be broken down to show restora- 
tion of money that has been previously cut out of the budget and then 
have a second column for new programs and then a total figure ? 

Mr. Stans. I think we can do that. We will try. 


Mr. Jensen. And how much is contemplated for supplementals in 
1961? 


(The information requested follows :) 
































































Restoration 
of congres- Other items Total 
sional 
reductions 
Supplemented apprvpriations enacted: 
85th Cong., 2d sess.: dh secighsenses ntal eee Act, 
pe ee ee EOS SS: Tee eee ee $3, 753, 917, 380 |$3, 753, 917, 380 
86th Cong., ‘Ist sess.: 
Second Supplemental Appropriation Act, 1959 $233, 754, 000 2, 512, 369, 490 | 2, 746, 123, 490 
Supplemental Appropriation Act, 1960_.............]......-.-.---- 975, 350, 608 975, 350, 608 
Mutual Security Appropriation Act, 1960 (other | 
than mutual security) _ __- 3, 250, 000 | 38, 655, 137 41, 905, 137 
Supplemental appropriations proposed, 86th C ong., 2d Sess. : | 
1960: 
ay SE ceed centee nee 148, 300, 000 957, 083,000 | 1, 105, 383, 000 
: Special foreign currency programs. .........-..--- ee eee ae 68, 053, 000 68, 053, 000 
961: | 
Specifically I a i —391, 825,000 | —391, 825, 000 
NED See OMNI cv) ob doc cae ncaeacsel cicswcudcoose 300, 000, 000 | 300, 000, 000 
t 


Mr. Jensen. The chief clerk of our committee will read into the 
record the figures pertaining to the question at hand, on the foreign 
aid appropriations, that is, the amounts appropriated for 1960 and 
the budget request for 1961. 

Mr. SpranxKie. The military assistance appropriation for 1960 was 
$1,300 million, and the estimate for 1961 is $2 billion. The “Mutual 
security-economic” subtotal, appropriated in 1960 was $1,220,813,000. 
The estimate for 1961 is $1,300 million. Under “Contingencies,” the 
appropriation for 1960 was $155 million; the estimate for 1961 is 
$175 million. The Development Loan Fund approp~iation for 1960 
was $550 million; the estimate for 1961 is $700 million. I believe 
that covers the foreign aid bill itself. There are some other programs 
that are in the State-Justice-Judiciary bill. 

Mr. Jensen. You can elaborate on that, Mr. Director, if you care 
to for the record. 

Mr. Srans. The figures as read were all right. 


ESTIMATED LONG-RANGE COST OF CERTAIN LEGISLATION ENACTED IN 86TH 
CONGRESS, 1ST SESSION 








Mr. Jensen. Can you tell us the amount of dollars that was in- 
volved in the bills to authorize debt receipt appropriations which 
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Congress passed last year, and the method of spending money through 
the back door, so to speak ¢ 

Mr. Srans. I will put a table in the record on that. 

Mr. Jensen. Do you have a pretty good idea of that amount right 
now? That is the procedure you are recommending against in the 
statement which you delivered to us this morning. 

Mr. Srans. That is correct. 

(Items of legislation, “backdoor financing,” which provided new 
obligational authority outside the appropriations process are :) 


’ 





{Millions} 
Requested Enacted j|Congressional 
change 

Amendment to the Bretton Woods Agreement Act_...--.-.-- $4, 550 S65 G0 FN ...5.8+.2-- 
Housing Act of 1959_..-____-- + Ehiuvhie Mietewetict poll nmieicekseioate 800 925 +$125 
Amendment to Tennessee Valley Authority Act_........----- 750 PE ic nagucentiene 
Amendment to the Federal Airport Act........---.-.----.---- 120 126 +6 
Ty CRIA SECRUNE COR AMG eos 2a. Foc nnecstedkccdusickneiliamebahineaked 100 +100 
crc Aninett sokadtkeecatidlcbicin teks plamelibans ed 6, 220 6, 451 +231 





Mr. Jensen. I want to compliment you for putting emphasis on 
the need to stop that kind of practice in the Congress. It has almost 
gotten out of hand. It gives this committee on this side of the Capitol 
cause to be alarmed because this committee, the House Appropria- 
tions Committee, is supposed to originate all appropriations. We 
have that responsibility. Then along comes another gimmick that 
takes that responsibility away from us. We haven’t been able, so far, 
to stop it. I hope that your recommendations will bring Members of 
the other body—yes, and there are some in this body, too—to their 
senses and to finally realize what they are doing to the country in 
such procedures. We lose. We just cannot keep our finger on the 
amount of the taxpayers’ money we are spending under that sort 
of a gimmick. I hope that every member of this committee and 
every Member of Congress who is concerned about the fiscal condi- 
tion of America will demand that that procedure is stopped now. 

And now, as a last question, you mentioned the cost of the farm 
program. You said that no one had come up with the answers as to 
how we could straighten this thing out. i know there is a way 
and it is becoming quite popular. We have something like $9 billion 
worth of surpluses piled up. Possibly two-thirds of those surpluses 
can be used to pay the farm program bill instead of the taxpayer’s 
dollar—payment in kind for reducing production. I shall not go 
into the whole proposal now but it is a plan to live on our own fat 
for a while until we can see the light again and see a way out of 
this financial dilemma that this Nation is in today. 

That is all, Mr. Chairman. 

Mr. Manon. Are there further questions? 

Mr. Rooney. 


FOREIGN CURRENCY PROPOSAL ON EDUCATIONAL EXCHANGE ACTIVITIES 


Mr. Roonry. You will recall, Mr. Stans, that this time a year ago 
when we had a somewhat similar meeting, I brought up the ques- 
tion of the control of foreign currencies. I want to compliment you 
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and your people, as well as the administration, who are doing some- 
thing in this regard. According to page 2 of your prepared state- 
ment you say: 

First, the 1961 budget includes provision to bring under budget and appro- 
priation controls the foreign currencies available for U.S. agency operations 
which are obtained from the sale of surplus agricultural commodities. Agen- 
cies seeking to use such currencies are charged for them through the appro- 
priation process and the corresponding credit is made to the cost of the farm 
price support program, as it should be. The President has indicatea his in- 
tention that no more allocations of foreign currencies be made for uncontrolled 
U.S. use after the current fiscal year. 

Now, after having heard that statement previously, I am at a loss 
to understand the item at page 795 of the budget which contains a 
permanent, indefinite appropriation in connection with international 
educational exchange activities. 

Would you say that this proposed action on the part of the admin- 
istration is in accordance with your statement to which I have just 
referred ¢ 

Mr. Srans. It is intended to be in accordance with the statement 
that I made. 

I must say that this involves a different procedure, however, from 
the one which is applied in the case of all of the other uses and 
the reason for the difference is that this relates to the educational 
exchange programs of the Government with other countries. 

Mr. Rooney. Why should that be any different, Mr. Stans, than 
any other expenditure of taxpayers’ money? Why should you pro- 
pose in this instance the language, “such amounts as may be neces- 
sary’—not even a definite amount—and “as now or hereafter 
amended,” and “to remain available until expended.” 

That is as loose as a goose. 

Mr. Srans. The principal reason for this exception is that the 
Congress has already granted this program much greater latitude 
than any other program ‘and we were rec ognizing: 

Mr. Roonry. This would take away absolutely all control by the 
Congress with regard to this appropriation, would it not? 

Mr. Srans. This puts the matter of the indefinite appropriation 
before this committee. 

Mr. Roonry. To consider whether or not we will do it ? 

Mr. Srans. That is right. 

Mr. Roonry. I assure you as far as I am concerned we will not do 
it, but I cannot understand why you would make the statements con- 
tained at page 2 with regard to bringing under budget and appro- 
priation controls foreign currencies generated under the surplus agri- 
cultural commodities program, “as it should be,” and then propose 
a permanent and indefinite appropriation such as this. Maybe you 
can explain ita bit better. 

Mr. Srans. The answer to your question is that under the present 
law as it now stands this does not even come before the Appropria- 
tions Committee. What we are doing— 

Mr. Roonry. This would not come before the Appropriations Com- 
mittee, hereafter, would it ? 

Mr. Stans. It does, for the first appropriation. 

Mr. Rooney. If this were to be adopted, Congress would have no 
control with regard to money, as to program, as to length of time, and 
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so forth. I again say it is about as loose as a goose and this in face of 
your statement continued on page 2 that you made this morning. 

' Mr. Srans. It is evident that we did not go as far as the Congress- 
man would have liked to have us go. 

Mr. Roonry. Would you like to chi inge your statement and strike 
out the words “as it should be” ? 

You advocate this. You point with pride to the fact that you are 
doing something about controlling these currencies, and incidentally, 
many members of this committee have sought to do this for a num- 
ber of years. I have spent plenty of time on the floor trying to do 
it. I commend you for the distance to which you have gone but I 

cannot see why you make such an exception in this case. 

Mr. Stans. T assure you that I thought we were reflecting the pref- 
erence given ‘to this program by the Congress in giving it separate 
type of treatment from all of the other programs. 

Mr. Rooney. I do not see any reason for it. Perhaps Mr. Stans 
you might want to offer a modification and save us all a lot of trouble. 

Mr. Srans. I would like my Deputy, Mr. Staats, who is familiar 
with this matter and has engaged in some discussions on it to amplify 
my answer on it a bit. 

Mr. Rooney. If he can do better than you did, we would be glad to 
hear from him. 

Mr. Sraats. This is an exception. If the Congress adopts this lan- 
guage, it is as free thereafter as you have indicated, but the reason 
that 

Mr. Roonry. As a matter of fact, it is more so than many of the 
provisions with regard to the disposition of Public Law 480 funds. 
Isn’t that so? 

Mr. Sraarts. That is correct, but not any more so than it is now. 
The reason the State Department felt so strongly on the permanent 
indefinite appropriation was that they felt under the wording of 
104(h) of Public Law 480 this would be subject to a point of order 
and would require some substantive changes in legislation to go beyond 
what we have done this year. This may not be the correct way to do 
it. This is as far as we felt we could go this year, subject to this 
committee’s review. 

Mr. Roonry. Would you care to answer the last question I asked 
Mr. Stans, if he would consider urging an amendment or modification 
in the budget with regard to this subject and save us all a lot of 
trouble? 

Mr. Sraats. Generally, Mr. Congressman, we do not like this kind 
of approac hat all. It is only because the legislation is on the books, 

Mr. Roonry. Why do you do it? I know the background of this. 
I knew it before I asked the question. 

Mr. Sraars. This is as far as we can go with the budget. 

Mr. Roonry. This is to take control with regard to the money of this 
program away from the Subcommittee on Appropriations, of which 
I happen to be chairman. That is it. 

Mr. Taser. Would the gentleman yield for a question ? 

Mr. Rooney. I yield to the distinguished gentleman from New 
York. 

Mr. Taser. I am wondering, is it not true that the committee in 
the House was unanimous in favor of maintaining the proper restric- 
tions on this proposition ? 
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Mr. Roongy. Exactly so, Mr. Taber, exactly so, and I think they 
will be this year, too. 


PERSONNEL INCREASES PROPOSED 


Gentlemen, was there any suggestion, directive, order, or what 
have you promulgated by you previous to your firming up this budget 
with regard to a reduction of 2 percent in personnel and/or funds 
for fiscal year 1961? 

Mr. Srans. Yes, there was, for 1960. 

Mr. Roonry. What were the terms of that directive? Was it a 
directive or suggestion, or what would you say ? 

Mr. Srans. There was a letter issued by me to all of the agencies, 
under the direction of the President, asking them to undertake, if 
possible, to operate their programs with 2 percent less personnel than 
they were able to finance with the amount of appropriations available 
to them. 

Mr. Roonry. And now you come up here and ask the Congress for 
how many additional employ ees over the number you presently have in 
the Government or have in fiscal year 1960 in the Government? 

Mr. Stans. The 1961 budget proposes an increase of 31,000 people 
in total. 

Mr. Rooney. So instead of getting a reduction of some 45,000 or 
50,000 employees, you now come along with a request for 31,000 addi- 

tional, over and above the number you presently have ? 

Mr. Srans. If I may clarify the matter, we are talking about two 
different years. The 2 percent request relates to the year 1960, 

Mr. Rooney. I understand that. In seeking to make a 2-percent 
reduction in 1960, if you were successful or if you did so, you would 
have a reduction in personnel to the extent of what—40-some thou- 
sand ? 

Mr. Stans. That is correct; yes. 

Mr. Rooney. And instead of achieving the reduction of 40-some 
thousand, you now come along and ask for 31, 000 more. Is that 
right ? 

Mr. Srans. We hope to achieve as much as possible of the reduction 
in 1960, but the figure for 1961 will be higher. That is correct. 

Mr. Rooney. It is only over a gap between June 30 of last year 
and July 1 of next year; is it not? 

Isn’t that about what we are talking about? 

Mr. Srans. No. We are really t talking about two different fiscal 
years. 

Mr. Rooney. In the span between the two fiscal years it is really 
1 year; isn’t it? 

Mr. Stans. I am not certain I follow that question. 

Mr. Rooney. Isn’t there a difference between the reaching of 2 
fisca] years, 1959 and 1961, of just 1 year in time between June 30, 
1959, and July 1, 1960? 

Mr. Stans. Yes; that is right. 

Mr. Roonry. That is the “point I am trying to make. In connec- 
tion with these 31,000 additional employees that you are now asking 
the Congress to put on the payroll, you do not have included in them 
any census enumerators, do you? 
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Mr. Stans. No, not in the 31,000. 

Mr. Rooney. That is the answer. 

Mr. Srans. The census activity goes down in 1961 from 1960. 

Mr. Roonry. I understand. I just did not want to have the public 
think it was because of all the census people being put on the payroll 
at so many dollars a day that they might be included in that 31,000. 
You are talking about real jobs, not census enumerator jobs. Isn't 
that so? 

Mr. Srans. I am talking, yes, about regular employment at the 
end of the fiscal year. 

Mr. Rooney. That is all. 


Mr. Stans. May I call attention to the testimony I gave this morn- 
ing on that in which I went into some detail to explain that 22,000 of 
that is in the Post Office Department ? 

Mr. Manon. You can make reference to that. 

Mr. Rooney. I understand. I was here this morning, Mr. Stans. 
Thank you, Mr. Chairman. 

Mr. Manon. Mr. Canfield? 

Mr. Canrretp. Mr. Chairman, addressing myself to Secretary An- 
derson, I would like to say this: Mr. Secretary, I come from Paterson, 
N.J., which was the home of Alexander Hamilton. I am glad you 
are Secretary of the Treasury in this year of 1960. 

I believe that the members of this committee and members of the 
Congress on both sides of the aisle feel very happy about you being 
in your very important assignment. I believe that representatives of 
foreign countries also respect you. 

Mr. Manon. Mr. Canfield, would you yield ? 

Let me as a Texan say “Amen” to those statements. 

Mr. CanFrieLtp. Now, as to the Director of the Budget, last year we 
met and examined him in a somewhat different atmosphere. I like 
the tone and spirit of the examination and the responses today. Many 
of our people are apt to think of the Director of the Federal Budget 
as a cold, calculating, indifferent personality. We have found out in 
the last year, and people generally, I think have discovered, that Mr. 
Maurice Stans is very human, very warmhearted and very fair and as 
Mr. Taber once said, “most dedicated to carrying out his assignment as 
Federal Director of the Budget in the highest traditions of that as- 
signment.” 

Now. Mr. Chairman, reference has been made by the gentleman from 
Iowa, Mr. Jensen, to the Jensen rider of yesteryear. The Jensen 
rider of yesteryear did not apply to the Post Office Department. The 
Post Office Department most certainly would not lend itself to that 
kind of an operation. Why? Because every year, as the members of 
the Subcommittee on Treasury and Post Office Appropriations know 
so well, mail increases in volume. 

We have to have additional employees to carry the mail. This 
vear—— 

Mr. Jensen. Let me say I recognize that and that is why the Jensen 
rider was not applied to the Post Office appropriation. 

Mr. Canrrevp. May I say to my friend from Iowa the reason why 
I emphasize that at this point in the hearings is this: More than half 
of the additional manpower being requested in this 1961 fiscal year 
budget for the Post Office Department consists of employees of that 
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Department. Altogether, I think the Director of the Budget testi- 
fied that 38,000 additional workers are to be employed under the 1961 
budget. About 20,000 of them will be in the Post Office Department. 

Now, as I understand it, Mr. Stans, in developing the estimates for 
this Department and other departments of the executive branch of 
the Government, the planners and estimators have to begin their work 
many months ahead of the start of the budget year. Is ‘that not true / 

Mr. Srans. They begin their work more .than 12 months before the 
beginning of the budget year. 

We began last May and June on the 1961 budget. 

Mr. Canrietp. Well, it has been emphasized here today that the 
departments, in arriving at their figures in these estimates, oecasion- 
ally make mistakes. Occasionally they err. History will show that 
the Congress does likewise. You take our subcommittee handling 
Treasury-Post Office funds. Last year because we felt that the record 
showed that the volume of mail was not keeping up as estimated for 
1960, we used our best judgment and we cut the funds requested by 
the Post Office Department. As a result, now we are about to receive 
a supplemental request for $21 million additional to carry the re- 
quired volume. No doubt we will have to agree. So we too make 
mistakes, even as do the folks in the executive agencies. 

Reference has been made, Mr. Stans, to the item veto power. I am 
not going to ask you to put in the record a history of item veto power 
throughout the 50 States of our country but. if I am not mistaken, a 
great percentage of the States have provision for executive item veto 
power in their State constitutions; is that not so? 

Mr. Srans. My understanding is that there are over 40 of the States 
that have that provision, including the 2 new ones of Hawaii and 
Alaska. 

Mr. CanrieLp. I believe the truth is there are 41 of the now 50 
States in the Union that have provisions in their State constitutions 
with item veto power and one of those is the State of Thomas Jeffer- 
son, the Commonwealth of Virginia, and one is in the State glorified 
by Alexander Hamilton, which I call my home State, the State of 
New Jersey. There is a historical background for the use. That is 
all, Mr. Chairman. 


WASHINGTON POST EDITORIAL 


Mr. Natcner. Mr. Chairman, on January 19, there appeared in the 
Washington Post an editorial entitled, “The Call That Never Came.” 
Mr. Stans, certain observations are made in this editorial that I do 
not agree with, and I feel sure that you will not agree with some of 
them. In order to save time, Mr. Chairman, at this point in the record 
I would like to have incorpor: — this editorial, calling Mr. Stans’ 
attention to paragraphs 5, 6, 7, 8, and 9, and Mr. Stans, I would ap- 
preciate it if you will place at that point any observations that you 
have as to these particular paragraphs. 

Mr. Srans. I will be very happy to do that. 

Mr. Manon. Off the record. 

(Discussion off the record. ) 

Mr. Manon. Without objection, it will be included. 
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(The article referred to and the observations to be supplied are as 
follows:) 


{From the Washington Post, Jan. 19, 1960] 


THe CALL THAT NEVER CAME 















































The President said it all in his first sentence: “With this message, trans- 
mitting the budget of the United States for the fiscal year 1961, I invite the 
Congress to join with me in a determined effort to achieve a substantial surplus.” 
From beginning to end it is as if nothing else mattered nearly so much. The 
administration’s final energies apparently are to be consecrated to the attain- 
ment of a budget surplus. Seldom has its narrow view of Federal economic 
responsibilities and of the Nation’s priority needs been more unabashedly ac- 
knowledged. A surplus would indeed be appropriate and helpful in fiscal 1961— 
but it ought not to be the focus of the Government’s planning, as Mr. Eisen- 
hower thus has made it. 

It is diffieult to see how or why the President thinks his budget “attests to 
the strength of America’s economy.” The Treasury estimates of gross national 
product and of corporate earnings on which the $84 billion revenue forecast is 
founded are plainly ultraconservative. If there is any expectation—as there 
ought to be—that the Nation can or will experience relatively full employment 
in the next 18 months, receipts should be measurably higher. (Despite the steel 
strike, revenues this year are now expected to run $1.5 billion higher than fore 
seen a year ago, and it is likely that the Treasury again is playing it safe.) 

As for spending, the President’s expenditure estimates hardly constitute an 
affirmation of faith in the Nation’s capacities. The figures are the lowest of all 
the Eisenhower years in terms of national income—even if the conservative 
official forecasts are accepted. The $79.8 billion spending program would amount 
to just 18 percent of the national income, compared with 19 percent for the 
current fiscal year and an average of 20 percent for the years since 1954. Spend- 
ing in the coming year could be increased by as much as $9 billion and not ex- 
ceed the Eisenhower average, in these terms. 

Thus a budget more in keeping with national needs in defense, education, 
research, public health and welfare, and foreign economic assistance would seem 
easily within reach on the only terms that count: the Nation’s ability to pay for 
it. At truly full employment and with a minimum program of tax reform— 
including the postal rate and gasoline tax increases which the President prop- 
erly insists upon—such a budget could be balanced and might well include a 
surplus for debt retirement. 

Spending this year was depressed in so many areas of Federal activity that 
it is not surprising to find instances in which outlays for 1961 show slight in- 
creases. Given last year’s policy of “no new starts” on water resources projects, 
for example, the 42 projects for which initial funds are proposed in the new 
budget look like progress. Measured against national needs, this is a faltering 
half step. The increased outlays for basie research of various kinds are ex- 
tremely modest. 

The aid-to-education programs contain little that is more realistic or work- 
able than the proposals of a year ago. Here among all the challenges to na- 
tional enterprise is where a substantial increase in Federal spending is not 
only desperately needed but also would pay enormous dividends. And so on 
through the dreary recital; still no significant acceleration of nuclear power 
development, of urban renewal projects, of stream pollution control, of public 
housing and of many other programs in which the national shortfalls are evi- 
dent and growing. 

The defense budget calls for reductions in overall weapons procurement, ex- 
tensive cutbacks in the Strategic Air Command’s bomber strei.gth, and a 47- 
ship reduction in authorized naval strength. The snail-paced modernization of 
the Army is to be slightly accelerated, it appears, but nothing is projected for 
more adequate airlift or for the other requirements of an ample limited war 
capability. The increased procurement of intercontinental ballistic missiles 
is heartening, but regrettably the major emphasis in the next 2 or 3 years must 
be on missiles relatively vulnerable to a surprise attack. 

The reductions in bomber strength may simply be an accommodation to the 
realities of improved Russian defenses. But it ought not to be imagined that 
missiles are yet ready to take over the bomber’s role. The budget begins to 
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reflect the imminence—perhaps indeed the presence—of the much-advertised gap 
in American strategic power. A 50-percent increase in authorizations for the 
civilian space agency’s programs may ultimately help to shorten the long Rus- 
sian lead in this field, but this is by no means a “crash program” to achieve 
American parity in space exploration. 

The proposed foreign economic aid programs add to impressive totals, but 
far too small a sum is yet being committed to the basic development programs 
which the have-not nations so desperately require to achieve the breakthrough 
to self-sustained growth. This makes all the more desirable the plan to focus 
economic aid in a few areas. Military aid appropriation requests are somewhat 
higher, but a decline in actual spending next year is forecast. The recommenda- 
tions of the Draper Committee for more expeditious modernization of NATO 
forces seem finally to be receiving recognition, however. 

Few of the President’s legislative recommendations are new. We have pre- 
viously supported many of them, such as the proposal to equalize military re- 
tirement pay, to repeal the American reservation on the jurisdiction of the 
World Court and to remove the interest ceiling on Government bonds. These 
and several others deserve the close attention of Congress. 

As for the budget itself, Congress has already greeted it on the familiar 
pattern. Representatives Taber and Cannon, of course, promise that it will be 
further reduced. A disappointing number of Democrats have contended them- 
selves with observing that the postal rate and gasoline tax increases cannot be 
approved and that therefore the budget surplus may prove illusory. A few 
have suggested that urgent programs may get more funds, but last year’s 
reduction in the funds for space exploration is not an encouraging omen. 
Until the vast sum of unmet national needs is faced, limited goals like the 
achievement of a surplus or the reduction of an indicated deficit will probably 
continue to shape Federal budgets. 

The call to a peacetime greatness of national )urpose comes hard. In 
President Eisenhower’s 7 years it has not come at all. Now, with the outlines 
of the final chapter written there is little to do but frame the great issues 
anew for national reappraisal and, hopefully, a fresh start next January. In 
this budget message, the Republicans presumably have taken their ground. 


The appeal is narrow—and in these times, exceedingly dangerous. 
(Mr. Stans provided the following statement on this matter :) 


The paragraphs referred to (of the Washington Post editorial of January 19, 
1960) mention some of the increases in programs proposed in the 1961 budget, 
but take the general point of view that the amounts budgeted for missiles, Army 
modernization, space programs, nuclear power development, mutual security, 
urban renewal, public housing, and waste treatment grants—every one of which 
except the last shows a substantial increase in the 1961 budget—are inadequate. 
Elsewhere in the editorial a budgetary surplus is characterized as a limited goal. 

I cannot agree with the philosophy that all demands for public expenditures 
or all ideas as to how public moneys might be advantageously spent should be 
viewed as budget requirements. The budget is a plan that represents a setting 
of priorities, of meeting first needs first and last needs last. A budget that 
undertook to meet all requests for public expenditures, whatever their priority, 
would have to be at least twice as large as the present one. I believe the 
1961 budget provides adequately and properly for our present requirements, 
including defense, and including the need in prosperous times like these to 
provide for a substantial budget surplus for debt retirement. 

I cannot agree with the philosophy that a budget surplus for 1961 is unimpor- 
tant or of relatively little importance. If we do not achieve a substantial sur- 
plus in a prosperous year like fiscal 1961 promises to be, we will be confessing 
an unwillingness to ever decrease a public debt that is sure to increase further 
in any recession and emergency years. We must take a firm stand against 
fiscal irresponsibility, and the 1961 budget does just that. 


Mr. Narcuer. As I pointed out, Mr. Chairman, I certainly do not 
agree with some of the observations and I feel sure Mr. Stans will not, 
either. 





liar 
| be 
em- 
t be 
few 
ar’s 
1€N, 
the 
bly 


In 
ines 
sues 

In 
ind. 


19, 
get, 
rmy 
‘ity, 
ich 
ate. 
oal, 
res 
| be 
ting 
that 
‘ity, 
the 
nts, 
» to 


por- 
sur- 
sing 
ther 
inst 


not 
10t, 


95 
PROPOSED ITEM VETO 


Mr. Canrretp. Mr. Chairman, may I make just one observation 
and I will be through. I want to read from page M-75, “Message of 
the President,” regarding the request for item veto: 

In passing the Alaska-Hawaii Statehood Act the Congress again recognized 
the value of an item veto by a Chief Executive by approving provision for its 
use in their State constitution. 

Mr. Manon. Do you include legislative proposals in your item 
veto along with appropriations, or legislative bills along with appro- 
priations bills? 

Mr. Srans. No; not general legislation. It is appropriation mat- 
ters we are talking about. 

Mr. Taser. But legislative items in the appropriation bills? 

Mr. Stans. Anything in appropriation bills. 

Mr. Taser. It would cover anything we have ever seen. 

Mr. Roonry. How many are there ? 

Mr. Manon. I think it would include legislative bills. 

Mr. Stans. Well, of course, conceivably it could be drawn to apply 
that far, but I do not think it is our intention to include all legislation. 

Mr. Manon. Would it include authorization bills as well as ap- 
propriation bills? The President in last year’s message, specificall 
included authorization bills in addition to appropriation bills. And 
this year’s message clearly seems to repeat that recommendation. I do 
not want to belabor that here. 

Mr. Horan. Mr. Chairman, may I ask something ? 

Mr. Srans. Yes, legislative measures authorizing expenditures as 
well as appropriations. 

Mr. Manon. Mr. Horan ? 

Mr. Horan. You make a reference here, and comparing it to States, 
the Federal Government on this item veto, of course States cannot 
issue or coin money. What we are dealing with is the good name of 
the United States in some respects here. Just how would you figure 
the item veto would help the stabilization of our economy ? 

Mr. Srans. You are asking me or the Secretary ? 

Mr. Horan. I think the Secretary should answer that. 

Secretary Anprrson. I think that you cannot try to isolate any 
single provision and say that this is the sort of thing that has a par- 
ticular relationship to the stabilization of ourcurrency. The real prob- 
lem is whether or not in prosperous times you come out with a surplus 
and in times of recession you minimize deficits. 

Mr. Horan. I agree with that. 

Mr. Anpverson. So that over the business cycle you have a total of 
surplus rather than a deficit. 

Mr. Horan. Thank you. 

Mr. Manon. Mr. Ford? 


UNEXPENDED CARRYOVER BALANCES 


Mr. Forp. Last year, Mr. Stans, I discussed with you the problem 
of unexpended balances of authority carried forward from year to 
year. On page 43 of the budget in brief for fiscal year 1961 it shows 


50666—60——7 





96 


that the total unexpended balances from and including fiscal 1953 
through fiscal 1961 is a drop of about $30 billion approximately a 30- 
percent reduction. 

I think that is all tothe good. However, in going through that par- 
ticular chart, I notice under the heading “Appropriations” that for 
both fiscal year 1960 and for fiscal year 1961 there is an increase in 
those categories, or in that category. Why is that? 

Mr. Srans. Actually, the amounts are just about the same the last 
several years. That is because most of these unexpended balances re- 
late to the Department of Defense where there is a significant lag in 
time between the authorization of a considerable portion of their funds 
and the time they can expend it. I believe that so long as the Defense 
budget remains at around its present level, that item may be very 
difficult to reduce much more. 

Mr. Forp. Could you, for the record, show how much of that in- 
crease is directly related to the Defense Department ? 

Mr. Stans. Yes. I will. 

(The information referred to is as follows :) 


Unexpended balances of appropriations at end of year 


{In millions] 





| 1959 1960 1961 


Department of Defense ; $31, 443 $31, 394 $31, 381 
Other ead sea et am ; 7,314 | 8, 316 8, 112 


38, 757 | 39, 710 | 39, 493 





Mr. Forp. Going down the items in that chart on page 43, I notice 
that from authorizations to expend from debt receipts the peak of 
unexpected balances came in fiscal year 1958 and it is now forecast 
for fiscal year 1961 that it would be down approximately $2 billion. 
This is an area where there has been considerable controversy in the 
problem of back-door financing, et cetera. Is it wise to reduce un- 
expended balances in that area and not reduce them for fiscal year 
1960 and 1961 in the direct appropriation items ? 

Mr. Srans. I think they ought to be reduced wherever we can ef- 
fectively reduce them without handicapping the activities of the 
agencies. We do attempt in the course of our budget reviews of the 
agencies to go over these figures pretty carefully. As I say, I think 
in the case of the appropriated items we may be approaching a mini- 
mum so long as we are dealing with an $80 billion budget because 
there are many items of procurement and construction and loan 
authority, et cetera, in which the lag between the time of authoriza- 
tion and expenditure is well over a year. 

Mr. Forp. Is there any conflict between the position taken by the 
Bureau of the Budget in not submitting any new back-door financing 
request for fiscal year 1961 and the trend of reducing unexpended 
balances in this area ? 

Mr. Srans. No. I would not think so. 

Mr. Forp. If we are against back-door financing, which I am, and 
apparently the President is for fiscal year 1961, couldn’t we maybe 
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in a retroactive way accomplish the same objective with some of these 
unexpended balances which are still on the statute books? 

Mr. Stans. It does not seem to me that we are dealing with a real 
possibility here. If the Department of Defense has money authorized 
to purchase Polaris submarines and planes, et cetera, over a period of 
time, that shows in the table as an unexpended balance at the end of 
the year to the extent they are not delivered and paid for. I think 
the only way, in that kind of a program, in which the unexpended 
balances can be brought down is to appropriate less or to reduce the 
size of the overall budget, but until that happens, the balances will 
still remain approximately this level unless the lead time required for 
delivery reduces substantially on the avereage. 

Mr. Forp. Maybe I did not express my question very clearly. The 
administration is against back-door financing as submitted in fiscal 
year 1961 budget. 

Mr. Srans. That is correct. 

Mr. Forp. The 24.5 unexpended balance in fiscal year 1960 for au- 
thorization from debt receipts and the 23.4 unexpended balance for 
fiscal year 1961 are in the same category. Those are primarily back- 
door financing programs, are they not ? 

Mr. Srans. I think that is right, yes. 

Mr. Forp. If we are really against back-door financing, why do we 
draw down these unexpended balances in those programs? 

Mr. Stans. Well, some of these items that we are talking about in 
the form of authorizations to spend from debt receipts actually do 
go through the appropriations process. They are not all back-door 
financing items. 

Mr. Forp. I assume that some are. I do not know what percentage. 

Mr. Srans. Most are; some are not. 

Mr. Forp. I am positive there are many which do not go through 
that process. I am certain there are many where there is no manda- 
tory requirement for obligation and expenditure. It is simply an 
authorization for the utilization of that authority. 

Mr. Srans. That is right. 

Mr. Forp. It is my point that if we are really against back-door 
spending, why don’t we retroactively act that way as well as prospec- 
tively ? 

Mr. Srans. I think retroactive application of this principle of no 
back-door financing would be extremely difficult because it would in- 
volve the withdrawal of commitments already made of one kind or 
another which haven’t yet matured into an expenditure. I think 
this is a matter which is best cleared up over a period of time and if 
we invoke the rule now and carry it out for a period of years we will 
ultimately dispose of the commitments under back-door financing. 

Mr. Manon. Off the record. 

(Off the record. ) 


APPROPRIATIONS AND BACK-DOOR FINANCING 


Mr. Forp. Mr. Stans, I would appreciate the extension of the charts 
which were included in the hearings last year on page 81, the first 
one a comparison of estimates and appropriations by sessions of 
Congress for fiscal year 1946 down through 1960. Also please bring 
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I suspect the chart 


up to date the following chart for fiscal year 1958. 
I gather from the 


on page 82 should likewise be brought up to date. 


budget that has been submitted we won’t have that exercise next year, 
unless Congress is unwise enough to act contrary to the recommenda- 
tions of the President about back-door financing. 

Mr. Srans. I would hope not. 

(The information requested is as follows :) 


Comparison of estimates and appropriations by sessions of Congress (fiscal years 
1946-60) 


Reductions 


—$1, 880, 329, 527 


Estimates Appropriations 


$83, 452, 687, 259 


Congress, session 


$81, 572, 357, 732 


Ooi ener. We ieess ie. he 


I a crtranigninelbeis 
Re SUE BOO WINE. oes ad ences ebecearecsncce= 
ele ubiee 
84th Cong., Ist ses: é 

83d Cong., 2d se 

83d Cong., Ist sess 

RIE I oe Os, te ic heeenaceenoee 
a BOE NOG dali btn cdo keteideedonndsodennd 
8ist Cong., 2d sess. (after Nov. 27, 1950) 

8lst Cong., 2d sess. (to Nov. 27, 1950) 

RN SO sip taste aiticbnebaliona head 
I I Cs ese egeitnemaniinebioes 
SE Cs BIO OI So co iicnccmndandnedacseasencabedl 
I I I Oo cn nmroismiginincanangnnll \ 
een Cres ORR ie tC 


81, 737, 060, 999 
78, 108, 417, 112 
73, 298, 859, 629 
66, 023, 089, 195 
60, 770, 315, 686 
77, 190, 083, 599 
94) 608, 763, 252 


105, 837, 897, 537 


19, 926, 529, 938 
63. 090, 905, 227 
48, 313, 575, 167 
44, 446, 109, 713 
39, 349, 643, 652 
37, 315, 954, 247 
71, 175, 840, 878 


81, 119, 818, 276 
73, 064, 958, 328 
73, 041, 364, 417 
63, 947, 281, 321 
58, 160, 445, 563 
65, 156, 254, 797 
85, 999, 646, 411 
101, 117, 786, 897 
19, 841, 684, 745 
61, 203, 355, 696 
46, 497, 456, 898 
41, 675, 480, 957 
35, 982, 887, 708 
35, 734, 209, 165 
69, 780, 137, 110 


—617, 242, 723 
—5, 043, 458, 784 
—257, 495, 212 
—2, 075, 807, 874 
—2, 609, 870, 123 
—12, 033, 828, 802 
—8, 609, 116, 841 
—4, 720, 110, 640 
—84, 845, 193 
—1, 887, 549, 531 
—1, 816, 118, 269 
~—2) 770, 628, 756 
—3, 366, 755, 944 
—1, 851, 745, 082 
—1, 395, 703, 768 


Norte.—Foregoing figures pertain only to ‘‘Appropriations”’ in appropriation bills and ‘‘Appropriations” 
pursuant to permanent law, and therefore does not include other forms of obligational authority such as 
contract authority and authority to expend from public debt receipts, some of which are enacted in other 


than appropriation bills. 


Source: ‘‘Estimates, Appropriations, Etc.” 1946-60, table VIIIa, ‘‘Grand total, regular annual, deficiency, 
supplemental, and miscellaneous acts and permanent appropriations.” 
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Back-door financing for fiscal years 1959, 1960, and 1961 


{In thousands] 


Fiscal year 1959 


Recom- Enacted 
mended 


Lesiglative branch: Architect of the Capitol: Expansion of facilities, Capitol 
Power plant (contract authorization) 
Federal Aviation Agency: Grants-in-aid for airports (contract authorization) 
Veterans’ Administration: Direct loans to voterans and reserves (authoriza- 
SR CO GCI TPOET: Ts POI iid n sins va lcasdlecadcddenaiameranmbabbecdenetaaanen 
Housing and Home Finance Agency: 
Urban renewal fund (grants) (contract authorization) 1 100, 000 
Federal Housing Administration (authorization to expend from debt re- one 
: 19, 


Housing studies (contract authorization) ..............-- su mansdsncenadbeiiinm alia dakieiad eae amenie 
Department of Agriculture: 
Forest Service: Forest roads and trails (contract authorization) __.._..... 1 30, 000 
Farmers Home Administration: Farm tenant mortgage insurance fund 
(authorization to expend from debt receipts) 1 26, 735 
Department of Commerce: 
Maritime activities: Federal ship mortgage insurance fund (authoriza- 
tion to expend from debt receipts) 1, 400 
Bureau of Public Roads: 
Forest highways (contract authorization)... ............-...-----...-- 1 33, 000 
Public lands highways (contract authorization) 13,000 
Department of Health, Education, and Welfare: Public Health Service: 
Indian health activities (contract authorization) 1 455 
Department of the Interior: 
Bureau of Indian Affairs: 
Education and welfare services (contract authorization) 1 559 
Road construction (contract authorization) 
Navajo-Hopi roads (contract authorization) 
National Park Service: Construction (contract authorization) 
Treasury Department: 
Investment in International Bank for Reconstruction and Development 
(authorization to expend from debt receipts) _.........--.------.- 
Investme nt in International Monetary Fund (authorization to expend 
from debt receipts) 1, 375, 000 


4, 864, 013 


! Becoming available under existing authority. 





s Items included in the 
Fiseal vear 1960 budget for the fiscal 
year 1961 


Becoming | 
Recom- available New 
mended Enacted under pro- 
existing posals 
legislation 


Federal Aviation Agency: Grants-in-aid for airports 
(contract authorization) —s . = $65, 000 $63, 000 $63, 000 
Housing and Home Finance Agency: 
Urban renewal fund (contract authorization) 250, 000 350, 000 300, 000 
College housing (authorization to expend from debt 
receipts) 200, 000 250, 000 
Federal National Mortgage Association (authoriza- 
tion to expend from debt receipts) 25, 000 
Federal Housing Administartion (authorization to 
expend from debt receipts) 5, 440 5, 440 
Tennessee Valley Authority (authorization to expend 
from debt receipts) __ 750, 000 750, 000 
Veterans’ Administration (authorization to expend 
from debt receipts) : : : ; 250, 000 
Department of Agriculture 
Forest Service: Forest roads and trails (contract 
authorization) 
Farmers Home Administration: Farm tenant mort- 
gage insurance fund (authorization to expend 
from debt receipts) : 12,7 2,700 
Department of Commerce: 
Maritime activities: State marine schools (contract | 
authorization) ; 2, 866 2, 866 | 
Bureau of Public Roads: 
Forest highways (contract authorization) 33, 000 
Public lands highways (contract authorization) 3,000 
Department of Health, Education, and Welfare: Pub- 
lic Health Service: Indian health activities (contract 
authorization) 
Department of the Interior: 
Bureau of Indian Affairs: 
Education and welfare services (contract au- 
thorization) .| 1 620 620 | 
Road construction (contract authorization) | 112,000 12, 000 | 
National Park Service: Construction (contract au- | | 
thorization) . a | 1 36, 000 36, 000 


Total... bees mabadinir ee ---| 1,355,081 | 1,814,081 | 


1 Becoming available under existing authority. 


Mr. Forp. That is all, Mr. Chairman. 

Mr. Manon. Mr. Marshall ? 

Mr. Marsuaty. Mr. Stans, a while ago in response to a question 
raised by Mr. Jensen and others concerning insertion of a table to 
show supplement: al appropriations to be requested for fiscal year 1960, 
I am wondering if it might be so prepared as to distinguish between 
so-called back-door finance ing and the regular processes, ‘and also indi- 
cate those which had the approval of the administration. 

Mr. Srans. Identify those which the administration approved ? 

Mr. Marsuauu. Yes, so that we could see whether they were based 
on action initiated by the administration or initiated by the Congress. 
We would have both categories in there. I would like the breakdown 
to show that. 

Mr. Srans. I would be happy to do that. 

Mr. Mavon. Mr. Fenton? 


TVA BUDGET PROPOSALS 


Mr. Fenton. Mr. Director, on page 11 of your statement you have 
under major changes and proposed new obligational authority, 1960 
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and 1961, TVA, minus $744 million. I thought the authorization 
legislation for that was $750 million. 

Mr. Srans. It was, Mr. Fenton. The difference of $6 million is in 
all the other items of their program between the 2 years—the items 
requiring current appropriations. 

Mr. Frnron. We were under the impression that after that legis- 
lation was passed, TVA would be on their own and would not be up 
here asking for more money. I see on page 12 of your statement where 
there is an increase—I suppose that is the $6 million you just spoke 
of—for TVA, Corps of Engineers, and Bureau of Reclamation, $67 
million. How much of that is for TVA? 

Mr. Stans. TVA is up about $38 million in its expenditures 1961 
over 1960, from the budget. 

Mr. Fenton. May I ask the Secretary a question about the pro- 
posed bond issue of $115 million that TVA is going to circulate for 
those new operations. What rate of interest are they going to pay? 

Secretary Anperson. They have not initiated those conversations 
with us as yet. 

Mr. Fenton. What interest do you think they should give in view 
of the fact we are having difficulty with our other bond issues? 

Secretary Anpgrson. I think the probabilities are they will have 
to pay whatever the market is for the period of bond issue they 
want to go for. I have not yet seen the terms of their bond issue. 

Mr. Fenton. In our discussions with them in the subcommittee 
a lot was going to depend on the Secretary of the Treasury, I believe. 

Secretary ANprRSoN. That is correct, sir; but they have not initi- 
ated our conversations. If you put a ‘bond at 10 years or 15 years 
or whatever the terms, you have to compute what kind of market 

rate is necessary in or der to sell at that period. These conversations 
have not yet been initiated. 

Mr. Fenton. What is this $6 million for? 

Mr. Srans. TVA has a number of activities which it does not fi- 
nance through the $750 million revenue bond authority. Its fer- 
tilizer program is one example. There are other programs financed 
through the budget such as navigation and certain of the operating 
activities. I could put a table in the record and give you a more de- 
tailed explanation of that, but the power proceeds and the borrowed 
money are applied to the power operations and powerplant develop- 
ment. 

Mr. Fenton. The general legislation did not make any exception 
for any of their functions, did it? 

Mr. Sraats. The revenue bond approval was only for their power 
operations. The other programs would continue to be financed 
through the regular budget, as in the past. 

Mr. Fenton. If you will put a clarifying statement in the record, 
I would sreerean it. 

Mr. Srans. I will add whatever is necessary to make it clear. 

Mr. F enton. Also what the other programs are. 

Mr. Stans. Very well. 
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(The information to be supplied follows :) 


Tennessee Valley Authority 


i 
New obligational authority | 1960 estimate | 1961 estimate 





— _ oe —— ae — es — ee ee ee 


From appropriated funds: 
For operations: | } 

1. Navigation, flood control, and power program: | | 
| 

| 











Navigation operations nats asians ida | $310, 000 $316, 000 
Flood control operations-- i ee SE ee ee | 351, 000 367, 000 
Wenerrepbic manping . «5... ~ 65.2 65-65 ese caie uc Jasvbt 212, 000 | 189, 000 
Multipurpose reservoir oper: itions_ ES | 2, 877, 000 | 2, 874, 000 

2. Fertilizer, agricultural, and munitions program: | 
Research on fertilizer products and processes. -. cies oem 1, 792, 000 1, 891, 000 
Fertilizer tests and demonstrations__--_- : eapeoeaee 1, 317, 000 1, 508, 000 
Agricultural development projects Scthitewtdededl 97,000 | 107, 000 
3. Watershed protection and improvements program... and 1, 113, 000 | 1, 245, 000 

4. General service activities: Bridge maintenance (23 U.8.C. 320 | 

NE AE Pe Se KT ae i NN a ee ela 8, 000 | 8, 000 
Total appropriation for operations---.......- bebprebk cnn ckennel 8, 077, 000 | 5, 508, 000 

For capital outlay: | | 

1. Navigation, flood control, and power program: | 
Multipurpose dam: Melton Hill Dam and Reservoir- --- | 210, 000 4, 050, 000 

Navigation facilities: | 
New lock at Wheeler Dam---- 210, 000 4, 075, 000 
New lock at Guntersville Dam (pl anning) -- .| 20, 000 
Wilson lock-. SEIT 2, 581, 000 | 136, 000 

Flood control facilities ‘: sacl 197, 000 | 
Additions and improvements at existing facilities - -- anion 724, 000 | 1, 194, 000 
Investigations for future projects-. 139, 000 | 136, 000 

2. Fertilizer, agricultural, and munitions program: Chemical facili- | | 
i... . , | 1, 090, 000 2, 207, 000 
4. General service activities: General facilities.__._._-__- | 1, 676, 000 197, 000 000 
Total appropriation for capital outlay_-.-_-- Pee oee aaa aacael 6, 827 000 | “12 2 015, 000 000 
Total new obligational authority from appropriated funds 14, 904, 000 . 20, 520, 000 
New obligational authority from bond legislation for power capital outlay...) 750,000,000 |........---.-- 
Total new obligational authority -.-...............--....-.-.....-...--| 764, 904, 000 20, 520, 000 
Net decrease in new obligational authority--...........--....-..--..--------- 15 <.ag 55 saws --| 744, 384, 000 


CONTINGENCIES SURROUNDING PROJECTED $4.2 BILLION SURPLUS 


Mr. Cannon. Mr. Denton. 

Mr. Denton. If Congress does not increase the gas tax and does not 
increase the postal rates, to what figure will that reduce the estimated 
surplus of $4.2 billion ? 

Mr. Srans. If Congress does not increase the postal rates, it will 
reduce the surplus by $ $550 million. If it does not enact the aviation 
fuel tax, it will reduce it by almost another $100 million, or a total 
of roughly $650 million. 

Mr. Denton. That would reduce it to a figure of $3.6 billion ? 

Mr. Stans. $3.6 billion, roughly. 

Mr. Denton. I notice your proposed surplus is based on the fact 
not of the expenditures going down but that the Government’s re- 
ceipts will increase by $5.5 billion over fiscal year 1960. 

Mr. Srans. That is correct. 

Mr. Denton. That proposes that times will be good for the next 
18 months. 

Mr. Stans. Substantially so; yes. 

Mr. Denton. You said a while ago we have ups and we have downs 
and we do have right now a question of tight money and high interest 
rates. Somebody gave me some figures the other day that indicate 
that is caused very largely because of increased consumer borrowing 
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and increased business borrowing both of which had about doubled 
in the last 6 or 7 years. 

In the past that has always been a warning sign or danger sign 
that we might have a recession or trouble because people could not 
borrow to expand and that caused a retrenchment. We had the 
same thing in the twenties and we have had it a number of times. 

Is there any reason why this tight money and this high interest 
rate is not a warning that we had better look out for a possible re- 
cession? It hasalways caused that before. 

Secretary Anperson. I think if one examines the current forecast, 
he will say the recovery, particularly in the field of corporate profits, 
was exceedingly rapid after the end of the recession in mid-1958, 
which is mostly reflected in the budget of 1960. We are forecasting 
that the corporate profits would go up only from $48 billion to $51 
billion in the calendar year 1960, but they went up more than $10 
billion last year. Personal income would go up about $20 billion in 
each year. 

I think on your second point one of the functions of moneta 
operation is to supply into the market the funds at the rate at whic 
business expansion normally move but not to create inflationary con- 
ditions or to try to force economic growth to a point where you can- 
not maintain it and, therefore, let it fall back so that you have a period 
of slump in which the resources of the country are not fully utilized. 
This budget is based upon what we think will be a normal, sustainable 
rate of growth. 

Mr. Denon. I realize it would be fine if we did not have these ups 
and downs, but we do know over the period of years we do have them. 
They are generally preceded by a period where people have a hard 
time getting money. When they have difficulty getting money they 
do not buy, and when they do not buy business does not get profits, 
When you see the consumer having higher and higher interest rates, 
it seems to me that either means he is going to have to seek more wages, 
which the administration considers inflationary, or else he is going to 
have to stop buying, which is going to cause another recession. 

It seems to be a danger signal. I realize what you say. We want 
to try to avoid it. However, I do not see why, if it has always been 
a Warning in the past, that it is not a warning now. 

Secretary Anperson. People should not overextend their credit 
whether times are good or whether times are bad. 

Mr. Den'ron. Is that not what they have done right now ? 

Secretary Anprrson. I do not think necessarily so. So far as the 
consumer’s cost is concerned, you have about three categories of 
borrowers: 

First is what we call the short borrowings, the fellows who buy their 
furniture on time, buy automobiles on time—— 

Mr. Denton. And houses. 

Secretary Anperson. Household goods and this sort of thing. 
These are the people who buy in the period 1 to 5 years. 

On Federal issues you have the intermediate-term lenders. They 
are the banks and savings institutions and various other kinds of 
institutions. 

Then you have the long-term investors and they are normally those 
who have pension funds. 
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What we have been doing in the past several months is driving up 
the rate on the short side because w e, the Government, are competing 
only for money within this area. 

Mr. Denton. Your increased borrowi ing is a small percentage of the 
increase in consumer and business borrowing. 

Secretary Anperson. It is a very substantial amount. 

Mr. Denon. All Government and local and State borrowing, while 
it is more than we wish it was, is a small percentage of the big increase. 
The big increase comes not from Government ‘borrowing but. from 
consumer credit expanding and also the expansion of business. Is not 
that the real difficulty ? 

Secretary Anperson. Installment credit, as I recall the figures, is 
going up at the rate of about $500 million a month. We in the past 

year have been into the short market for about $80 billion. We will 
be in the short market again for $80 billion. 

Mr. Denton. I do not know where these figures came from, some- 
body laid them on my deck. They showed that great discrepancy about 
which I asked. 

Along that same line, when you sold long-term bonds in the 1957-58 
recession, what rate of interest did you pay on them? Is there some 
book I can get that from ? 

Secretary , Anperson. There is a bulletin we have which carries it all. 

Mr. Denton. Let me have it and I will not bother you. 

Secretary AnpErson. 314, 314, 3 percent, in that range. 

Mr. Denton. Were those bond i issues oversubscribed ? 

Secretary Anperson. Yes, sir. 

Mr. Denton. How many offerings were there in that period? Will 
that book show me? 

Secretary Anperson. Yes; I will be glad to furnish it to you in 
detail. 

Mr. Denton. One last question. You said our gold difficulty w 
saused very largely because we had exported too much capital chewed 
In the last year or two we have increased the funds to be expended by 
the Export-Import Bank, by the International Bank, the World 
Monetary Bank, the Latin American Bank, and Development Loan 
Fund. I do not remember the total, but it seems to me to be about 
$10 billion. That is Government exporting capital. Have we not 
brought this on somewhat by our own acts? 

Seer etary Anperson. I did not say this morning that we had neces- 
sarily exported too much capital. What I have said is we have over 
the years exported capital. Now the capital has begun to accumulate 
in the hands of the central banks. This causes us no difficulty if we 
so manage our own affairs as to maintain budgetary, fiscal, cost-wage 
policies that are reasonable. 











GOLD SITUATION 


Mr. Denrron. You say we have confidence enough in America that 
there is not going to be a run on our gold. 

Secretary ~ Anperson. We have such confidence and as long as we 
continue to maintain it, that is right. 

Mr. Denton. But we do not have enough gold for our own reserves 
and for foreign commitments for the first time in a great many years. 
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Secretary Anperson. Sir, let me say we have about half of all the 
official gold there is in the free world. For a great many years of 
our lifetime the nation that acted as the world’s banker and as the 
furnisher of reserves was Great Britain with a considerably less 
coverage of gold than we had. 

Mr. Denton. We have a lot more commitments than England had 
in those days. 

Secretary ANpERsON. Not in proportion, because we have a much 
larger economy than they had. The problem simply is one of main- 
taining confidence, now that we have come into this position of world 
leadership and world responsibility. We have to have a conscious- 
ness that we have to conduct our own affairs in such a way not only as 
to maintain the confidence of our people but the confidence of other 
peters around the world. 

Mr. Denton. In this Development Loan Fund you propose to in- 
crease the money available for that purpose over 100 percent. Is 
that not tending to cause too much capital to be exported abroad ? 
It is a small percentage of overall funds to be used for that purpose. 

Secretary Anprerson. Frankly, last fall a Development Loan Fund 
policy was announced to the effect that hereafter people who borrowed 
from the Development Loan Fund would be expected to expend most 
of their money for American-made goods or goods of American origin. 

Mr. Denton. Let me say this right there. The committee is back 
from the Near East after checking that. They told me they looked 
all over the Far East and they could not find any American equip- 
ment there at all. On Okinawa they said they could not find an 
American implement. 

Secretary Anprerson. This became a policy of the Development 
Loan Fund about October, so that there has hardly been enough time 
for actual purchases to show up in that part of the world. 

Mr. Denton. That is for docks, roads in Cambodia and Vietnam, 
things like that. 

Secretary Anperson. This is not all Development Loan Fund. 
These are other kinds of loan operations. 

I want to point out in the particular case of the World Bank that 
the World Bank is an institution which now borrows money in Ger- 
many, it has floated bond issues in England and a number of other 
places. So that one of the advantages we have through the utiliza- 
tion of these international institutions is an opportunity to go into 
the capital markets of other countries rather than simply into the 
capital market of this country. 

Mr. Denton. That is very fine and very commendable, but the 
thought that worries me, if we are exporting too much capital so as 
to impair our gold condition, we should correct it and these other 
countries should contribute more than they are. 

Secretary Anperson. I could not agree with you more, that other 
countries should contribute more than they have. Other countries 
should also extend the term for which they are willing to lend be- 
cause some of them have been lending export credits for items which 
are not consumer items and which have to be amortized over a long 
period of time. Also, we have to get rid of the dollar discrimination 
which has been limiting our exports. The real way to solve this 
problem is to make ourselves ever more competitive, get rid of dollar 
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discrimination, and increase our exports. This is the sort of thing 
which will help build American industry, which will help build con- 
fidence, which will help other countries. 

Mr. Denton. Everyone will agree with you on that. However, if 
you go in European countries, you will find automobiles there but 
they are all made by American companies in foreign countries as 
foreign automobiles. I do not think that helps America with this 
problem a great deal as only the profit comes back. 

Secretary Anprerson. If an American automobile company builds a 
factory in a foreign country and sells automobiles in a foreign coun- 
try or in the United States, sooner of later that money is repatriated 
to the United S.ates in the form of earnings. The problem is one 
which I mentioned this morning. If we take all of the capital which 
has gone abroad for whatever purposes whatsoever—it is above $50 
billion—as I recall, last year we had net earnings on foreign invest- 
ments of between $2 billion and $3 billion. The reason that the 
banking proposition is one which must concern us is because most of 
our liabilities are short-term liabilities and most of the other liabilities 
are long-term liabilities. 

Mr. Denton. I think that it all. Thank you. 

Mr. Osrertac. Mr. Chairman. 

Mr. Cannon. Mr. Ostertag. 


STATISTICS ON INFLATION 


Mr. Osrertac. Mr. Secretary, I think it was stated by Mr. Stans 
that he does not anticipate any further increase in inflation. Do you 


concur in that? ; 

Secretary Anperson. The budget is premised upon the fact that we 
will maintain stability. It is premised upon the fact that we will 
maintain a sustainable rate of growth in this country without infla- 
tion. It will be in terms of real goods. 

Mr. Osrertrac. Do you have at hand what has been the inflationary 
increase during the past year ? 

Secretary Anprerson. Yes, sir. I have here a chart ranging from 
1939 through 1959 and the difference between December 1958 purchas- 
ing power of the dollar, based upon 100 cents being the 1939 average, 
was 48 cents; November, which is the latest figure I have for 1959, was 
47.3. 

Mr. Osrertac. That would tend to indicate a decided improvement 
over that period of time. What would be the spread in the period of 
the past year ? 

Secretary AnpErson. Seven-tenths of a cent. 

Mr. Osrertac. You feel we have reached that point where it is 
under control and in check ? 

Secretary Anperson. Mr. Ostertag, all I can say on that subject 
is this. If somebody asks me what are the factors that have to be 
added up for inflationary control] in this country, I do not think you 
can pick out any one and say that this is the factor which makes the 
difference. Part of it isthe budget. Part of it is fiscal policy. Part 
of it is debt management. Part of it is monetary policy. Part of it 
is cost and productivity. Part of it is the millions of decisions people 
make around the country with reference to their own credit, as was 
illustrated a moment ago. 
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All of us can say these are concomitant parts of the whole but when 
you get down to assigning a percentage of the total problem that each 
represents, then you are into a realm of judgment that is very difficult. 

It seems to me that what we have to do is say we are going to so 
operate our country with disciplines on the part of the Government, 
disicplines on the part of business, disciplines on the part of labor and 
on the part of all of us that we are worthy of a free society. If we 
do that, we can avoid inflation. 

Mr. Osrertac. I concur with your conclusions. In your judgment 
and in looking ahead do you feel that the picture is bright in that 
regard ? 

Secretary ANDERSON. Yes; and at least from the standpoint of those 
things which we have some influence in, we are going to try to do our 
best to make our contribution. 


BUDGETARY IMPACT OF TWO NEW STATES 


Mr. Osterrac. I do not know whether I should direct this question 
to you, Mr. Secretary, or Mr. Stans, but we have added since a year 
ago two new States to the Union. Does the addition of these new 
States to the Union, namely Alaska and Hawaii, change the fiscal 
picture in any way with regard to expenditures and revenues? 

Mr. Srans. Not by any significant amount in terms of the size of 
this budget. It does change them to some extent. In the expendi- 
ture side, as you know, there is a general appropriation proposed for 
Alaska in a flat amount of money to reimburse them or to assist them 
in taking over functions which the Federal Government has been han- 
dling. I think the difference in cost to the Federal Government is 
relatively negligible. 

Mr. Osrertrac. We were entitled to probably the same revenues 
from these two States that existed before they became States as is 
the case today since they have become States; is that correct? 
ap eeeennna: Anpverson. The same tax laws will apply that applied 

fore. 

Mr. Osrerrac. As to grants, they were also entitled to certain 
grants and Federal benefits before they become States; is that cor- 
rect? 

Mr. Srans. Yes. sir. 

Mr. Osrerrac. Consequently it is fair to say, there is no measur- 
able difference either from the standpoint of revenue or from the 
standpoint of grants, costs, or expenditures by virtue of their state- 
hood today. 

Mr. Stans. No significant difference. 

Mr. Tuomrson. Would the gentleman yield? 

Mr. Osrertaa. Yes. 

Mr. Tuomson. So that the record may be clear, with reference to 
the State of Alaska there was a substantial amount of revenue from 
the sale of fur seals and income from oil. 

Mr. JENSEN. We did not give up the profits from the Pribilof 
Island seal industry. We still have that. 

Mr. Tromson. I think that should be clarified in the record because 
it will be showing Alaska as going up substantially and Hawaii as 
about the same. 
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Mr. Srans. You'd better let me submit a statement for the record 
after I have studied the figures. 

Mr. Tuomson. Thank you. 

(The information referred to follows :) 


FiscaL Errects OF ALASKA AND HAWAII SFATEHOOD 
A. SAVINGS AND INCREASED REVENUES 


1. Territorial government.—Federal Government no longer bears cost of terri- 
torial Governors’ offices and territorial legislatures in Hawaii and Alaska. 
Estimated savings: $110,000 to $235,000 annually (the latter figure for years in 
which legislature met). 

2. Administration of justice—Federal courts are handling the normal func- 
tions of State courts in Alaska to date. The Department of Justice, correspond- 
ingly, has been handling related functions normally carried on by a State police 
department and prison system. Regular State courts are to begin operation 
early in 1960 and will take over about 90 percent of the Federal court’s work- 
load. The State is also assuming normal police and prison functions. The four 
current Federal courts are to be replaced by one regular Federal district court. 
The Department of Justice expects to reduce about 114 positions as a result of 
its related reduction in functions. Estimated savings: $750,000 to $900,000 
annually. 

In Hawaii, equivalent of normal State courts are in operation, but Federal 
Government contributed to salaries of 14 territorial judges. Such contributions 
ceased with statehood. Estimated savings : $145,000 annually. 

3. Alaska airports——The Anchorage, Fairbanks, and 17 primary and inter- 
mediate airports are being transferred to Alaska by the Federal Aviation 
Agency. In the absence of the transfer, the Federal Government would have 
continued to bear costs of capital improvements, operations, and maintenance. 
Estimated savings: $4,500,000 (capital improvements at Anchorage and Fair- 
banks, 1960) ; $1,438,000 (operation and maintenance cost, annually). 

4, Alaska special grants——The authorizations for the Alaska mental health 
grant and recreation facilities construction grant programs have been repealed. 
Also, no further appropriations for the general health grant for Alaska have 
been requested. Estimated savings: $4 million (remaining authorized appro- 
priations for mental health grants, 1960-67) ; $200,000 (remaining authorized 
appropriation for recreation facilities grants, 1960-61) ; $638,000 (general health 
grant, annually). 

5. Alaska road maintenance.—The special authority to spend Federal-aid high- 
way grants for road maintenance in Alaska has been repealed. Estimated sav- 
ings : $4 million annually. 

6. Alaska fish and game management.—On January 1, 1960, responsibility for 
the management of fish and wildlife resources of Alaska, except for the manage- 
ment of the Pribilof Islands and other special Federal reserves, was assumed by 
the State. Estimated savings: $2,125,000 annually. 

7. Internal revenue and customs laws.—lInternal revenue and customs laws 
applied in the territories of Alaska and Hawaii generally as they do in the 
States. Only one change in the effect of those laws as a result of statehood is 
expected to result in increased Federal revenues. Section 309(a) of the Tariff 
Act of 1930, as amended, authorized the withdrawal free of duty and internal 
revenue tax of certain supplies and equipment for vessels and aircraft engaged 
in trade between the mainland and the territories of Alaska and Hawaii. The 
privilege of free withdrawal no longer applies in the case of vessels and aircraft 
moving between the west coast and the States of Alaska and Hawaii. Esti- 
mated revenues: Not available. 

8. Land grants.—To the extent that public lands and other public properties 
are transferred to Alaska and Hawaii pursuant to the provisions of their state- 
hood acts: the Federal Government will save any costs which it may now bear 
for the management of such property and land. The Hawaii Statehood Act pro- 
vides for the review of Federal properties in the State, particularly the lands 
ceded to the United States under the treaty of annexation, and the act provides 
for the donation of any properties no longer needed by the United States. The 
Alaska Statehood Act authorizes the State to select 103,350,000 acres of various 
types of public land in Alaska for State use in the next 25 years, and donates 
to Alaska certain specific properties in Juneau. Both States are also granted 
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the same rights that other States possess under the Submerged Lands Act of 
1953 and the Outer Continental Shelf Lands Act of 1953. To the extent that 
any land and other property that is transferred to the States leads to an expan- 
sion in their economies, the Federal Government will eventually secure added 
revenues. Estimated savings and revenues: No budgetary effect at present. 

9. Territorial laws.—After a short transition period, Federal laws relating 
generally to interstate commerce, which have also been applied to intraterritorial 
commerce in Alaska and Hawaii, will cease to apply to such intraterritorial com- 
merce. The Federal agencies administering such laws will no longer bear the 
costs of their intraterritorial administration. HEstimated savings: No budgetary 
effect. 

10. Minor Federal functions.—Certain special provisions of law, not applicable 
in or to other States, are being, or have been terminated for Alaska and Hawaii. 
A few of the terminations will result in minor savings for the Federal Govern- 
ment. Examples are termination of applicability to Alaska and Hawaii of the 
Defense Base Act and War Hazards Compensation Act, which provided certain 
injury compensation to employees of defense contractors outside the mainland 
States, and termination in the new States of the Veterans’ Administration au- 
thority to contract with private hospitals outside the mainland States for the 
care of veterans with non-service-connected disabilities. Estimated savings: 
Not available. 

B. COSTS AND DECREASED REVENUES 


1. Congress.—Legislative branch costs increased by the addition of Members 
from Alaska and Hawaii. Estimated costs: Not available (but probably over 
$200,000 annually). 

2. Courts.—When the State courts in Alaska begin to function (as noted in 
item A-—2 above), Federal court receipts from fees and fines will decrease. Fed- 
eral court receipts in 1958 amounted to $300,000. Estimated decrease in reve- 
nues: Not available. 

Federal court receipts in Alaska now are placed in a special revolving fund, 
fund C, which is used by the courts judges for various operating expenses. 
When the State courts begin to operate and the new Federal district court is 
established, Federal court receipts will go into miscellaneous receipts (as do 
other courts’ receipts). The Alaska Omnibus Act provides for the appropriation 
to Alaska of all fund C balances remaining when the current Federal courts 
cease to operate. Estimated cost : $700,000 to $900,000. 

3. Alaska transitional grants.—The Alaska Omnibus Act authorizes five an- 
nual transitional grants to Alaska. The grants are unearmarked and designed 
to facilitate the assumption by Alaska of responsibilities hitherto performed by 
the Federal Government. In determining the amounts of the grants, the amounts 
which would have been spent by the Federal Government on Alaska airports, 
special grants and road maintenance if Alaska had remained a Territory were 
taken into account (see items A-3, 4, and 5 above). Estimated cost: $28,500,000 
(1960 through 1964). 

4. Alaska airports.—Transfer to Alaska of the Anchorage, Fairbanks, and 17 
other airports cited in item A-3 above is resulting in the loss to the Federal Gov- 
ernment of the revenues from those airports. Estimated decrease in revenues: 
$1,215,000 annually. 

5. Alaska fish and game management.—The Alaska Statehood Act provides for 
the payment to Alaska of 70 percent of the net proceeds from the sale of Pribilof 
Island seal and sea-otter skins. Estimated cost: $300,000 to $800,000 annually. 

6. Land grants.—As noted in item A-8 above, the Alsaka and Hawaii State- 
hood Acts grant to the new States various public lands and other public prop- 
erties. To the extent that such lands and properties are producing revenues for 
the United States through mineral leases or other dispositions and uses, the Fed- 
eral Government will lose revenues upon their transfer. Except for a few spe- 
cifie properties in Juneau, no transfers have yet been made under the provisions 
of the Statehood Acts. Estimated decrease in revenues: No budgetary effect at 
present. 

7. Transfers of property with Federal functions.—The Alaska Omni'us Act 
provides for the donation to Alaska of real and personal property of the Federal 
Government being used in various Federal functions being assumed by the State. 
Certain airports, airport facilities, roads, road construction and maintenance 
equipment, court and prison facilities, fish and game management properties, and 
other materials are being turned over to Alaska under those provisions. Total 
value of the material is not known. All materials are excess to the needs of the 
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program in which they were used. Estimated costs: No budgetary effect 
anticipated. 

8. Shared revenues from public lands.—Aside from any lands which may be 
transferred, Alaska and Hawaii share to an extent in the revenue received by 
the Federal Government from leases and other disposition of the remaining 
public lands within their borders. The Alaska Statehood Act provides for certain 
changes in the formulas for sharing revenues from lands in Alaska which will 
result in a lesser share of revenues remaining with the Federal Government. 
For example, 90 percent of the net proceeds from coal leases and 52% percent of 
the proceeds from certain other mineral leases are to be paid to Alaska. Esti- 
mated decrease in revenues : Not known. 

9. Grants-in-aid.—Provisions have been adopted in the case of Alaska, or will 
be proposed in the case of Hawaii, to treat the new States as equal of the other 
States under grant-in-aid laws. Under those provisions, Alaska’s Federal-aid 
highway grant has increased from $13.8 million to $36.8 million, and its fish and 
wildlife restoration grants have increased from $165,000 to $1,065,000. As soon 
as per capita income data are available, certain adjustments are also expected in 
grants to Alaska for public assistance, water pollution control, hospital and med- 
ical facilities construction, library services, defense education, support of voca- 
tional rehabilitation services, and vocational education (Smith-Hughes Act). 
Under the equal treatment concept, adjustments would also be made in the grants 
to Hawaii for public assistance, hospital and medical facilities construction, 
defense education and support of vocational rehabilitation services. With the 
exception of the public assistance grants, the changes in grants to the new States 
would have no net budget effects, the increases or decreases for Alaska and 
Hawaii being balanced by adjustments in grants to the other States. Estimated 
costs : $215,000 annually (increased public assistance grants to Hawaii; adjust- 
ments for Alaska grants unknown). 

10. Program operations.—The equal treatment concept also requires the exten- 
sion to the new States of services available to or in other States. Increases in 
statistical programs, certain new regulatory work by the ICC and SEC and a 
few other minor increases in operations will be required. The Bureau of Land 
Management will also have to increase operations in Alaska to do the survey 
work required in connection with the land grant program. Estimated costs: 
Increased operations will have only minor budgetary effects. 

The figures used in the above listings are based on the latest data available. 
In those cases where transfers and transitions have been effected, data are based 
on the last full year of Federal activities or the first full year of operation under 
new conditions as the case may be. 


Mr. Ostertac. Thank you very much. 
Mr. Cannon. Mr. Alexander. 


GOLD SITUATION 


Mr. Atexanper. I was very much interested in your statement this 
morning and also your colloquy with Mr. Denton in regard to the 
old reserve. If I am correct, on January 1 we had a gold reserve of 
22.9 billion, that we now have about $19.5 billion, and that foreign 
central banks hold about $9 billion in money or demand that they could 
draw against this. 

I wonder if you would explain to us how these withdrawals are 
possible and by whom and under what circumstances do we have con- 
trol over how much of this gold reserve we can keep. 

Secretary Anperson. I am not quite sure I understand your Janu- 
ary figure, but the gold withdrawals last year were about a billion 
dollars. These countries make determinations as to what portion of 
their reserves from the standpoint of maintaining adequate foreign 
exchange and confidence in their own currencies they would like to 
carry in gold. Some of the countries historically have carried more 
than others. So those countries tend to carry larger gold reserves 
than some. 
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The countries will then notify us, the central banks, usually some 
time in advance, that they intend to purchase gold from us with 
dollars. 

Mr. Arexanper. If I may interrupt you, do we have the authority 
to protect our gold supply if the wales of the administration should 
decide it was against our best interests to let it go? 

Secretary ANpEerson. We have authority to sell and buy or not to 
sell and buy, but so long as we remain—and I hope always—on the 
international gold standard, we would honor the obligations of foreign 
central banks. 

Mr. ALtexanper. Will you give us some examples of foreign central 
banks ? 

Secretary Anprerson. That would be the Bank of England, the 
Bank of France, the Bank of Japan. It would correspond in those 
countries to the Federal Reserve System in our country. 

Mr. AvexanperR. Do we deal with Communist countries in regard 
to foreign central banks? 

Secretary Anperson. We do not buy and sell in gold with Commu- 
nist countries or bloc countries. 

Mr. Aexanver. I believe you stated this morning that forei 
individuals, foreign corporations could not withdraw on our gold. 

Secretary ANperson. That is correct. 

Mr. Arexanper. What is the effect of the $7 billion you mentioned 
that was held by foreign corporations ? 

Secretary Anprrson. Well, this money is largely used by those 
companies to settle their international accounts. If, for example, a 
German company has transactions with Italy and France and England 
and Holland, this company at the end of the month or whenever their 
accounts are settled will settle their international balances with dol- 
lars because the dollar is freely convertible. 

Mr. Auexanper. But not necessarily with the gold reserve ? 

Secretary Anperson. No, sir. Central banks, for the most part, 
would prefer holding a substantial part of their assets in dollars in 
their reserves because they earn on their reserves by investing in our 
securities. Likewsie, foreign trading corporations would find it more 
convenient to settle their accounts on an international basis in dollars 
because there is a supply of dollars in the other countries so that you 
facilitate the transfer of credit between one and the other. 

Mr. Taper. Mr. Chairman. 

Mr. Cannon. Mr. Taber. 


URGENT NEED TO BALANCE BUDGET 


Mr. Taper. Mr. Secretary, I wanted to ask you this question. Is it 
going to help very markedly to maintain the confidence which the 
other countries have in us if we should bring about a well-balanced 
budget in this country? In approaching that, I can remember how 
the fact that they had a balanced budget in Great Britain and France 
and Germany and Belgium helped them to put across their grants 
from this country and the help we gave them. 

Secretary Anperson. A balanced budget and maintenance of a sur- 
plus during times of high levels of business activity would be a great 
factor in the maintenance of international confidence. 


50666—60-——_8 
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Mr. Taser. Thank you. 

Secretary Anperson. Mr. Chairman, may I go off the record a 
moment here ? 

Mr. Cannon. Off the record. 

(Discussion off the record. ) 

Mr. Jensen. Mr. Chairman. 

Mr. Cannon. Mr. Jensen. 

Mr. Jensen. Then the facts are this—and they are unmistakable 
facts: That the thing that would maintain and sustain confidence in 
our solvency or in the American dollar around the world and at igs 
would be to prove to the peoples of the world and to the people a 
home that we not only have a balanced budget but that we are going 
to have a surplus, which your statement and the President’s state- 
ment indicates. 

That being a fact, to make it doubly sure that that condition will 
exist, we of this committee might feel, as we did last year, that we 
should reduce the budget by maybe another $3 billion. If ‘the Con- 
gress would back such action then we would prove without a doubt 
that America was on the right road and that we had our fiscal house 
in order and our friends around the world and the American people 
would be happy. They would say, now we can safely spend some 
of our savings and by so doing we will have an increased national 
income from which we can even have greater returns into the Federal 
Treasury. They will be able to say that in years to come—no, not 
for many, many years, I know we cannot pay off the national debt, 
but we can at least get on the road. Is that thinking good thinking? 

Secretary ANDERSON, Congressman Jensen, I would like to make 
about two or three statements. No. 1, the budget is of great impor- 
tance. It is not the only thing which is important because we must 
have consideration from other elements of a sound national policy, 
which I have named several times here today. But from the stand- 
point of our economy, a competitive economy by its very nature tends 
to bunch its capital expenditures. I mean by this that if one segment 
of an industry expands, other segments of the same industry almost 
have to expand at the same time to keep comparable costs. 

This bunching of capital expenditures exposes us to a business 
cycle. We try to alleviate this business cycle by having certain sta- 
bilizers built into our Government and by having periods of replace- 
ment follow periods of expansion so that the eapital industry tends 
to level out. 

When one comes to a period of recession, economic theory says that 
you put money into the economy. One of the ways is to spend money, 
one of the ways is to reduce taxes. However, the trouble over the 
years has been that most of the time if you do one or either of these, 
the net effect of it, because of the slowness of the process, comes after 
the turn of the cycle. For example, in the matter of the last. deficit, 
we did not finance the deficit during the period we had a recession ; 
we simply generated it and we financed the deficit after the turn 
and when we were going into the upturn. 

Now I think we have got as a matter of budgetary policy to say to 
ourselves that in times of high levels of business activity we have to 
run substantial surpluses. Then if a recession comes, you enter the 
recession with a surplus. You automatically lose taxes Because profits 
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go down from corporations. You automatically increase expendi- 
tures because you start paying unemployment compensation and other 
kinds of expenditures. You tend to generate a deficit. But if you 
entered it with a surplus, then you would tend to mitigate the deficit. 

When the turn comes, your tax structure still being intact, profits 
rise, revenues rise, and expenditures decrease because as people come 
back into employment they do not rely on unemployment compensa- 
tion and other Government actions but upon actual earnings. 

I think the objective of the total cycle must be that when you have 
run through the period of decline and the period of the upturn, the 
net overall effect should be that you have more of a surplus than you 
did of a deficit. If you do that, then you apply it to the debt. This, 
it would seem to me, is the kind of budgetary economic policy that a 
nation ought to chart for itself. 

Mr. Jensen. I thank you, Mr. Secretary. I am sure you will agree 
that it is better to err on the side of conservatism in spending than 
on the side of liberality at this stage in the history of America under 
the conditions which now exist. 

Secretary ANpersoN. The emphasis today ought to be on a surplus. 

Mr. Jensen. The only way we can get a surplus is not to spend 
beyond our ability to pay. Is that not about right? 

Secretary Anperson. You cannot even do that. You have to spend 
less than your revenues. 

Mr. Jensen. Absolutely. In closing my colloquy, I want to say 
this. I am sure I speak for most, if not all, of the members of the 
committee. I would like to say that when we listen to Bob Anderson 
and Mr. Stans, it is very educational. In fact, we get a liberal educa- 
tion in high finance ana in world finance. I know both of you are very 
able and dedicated and patriotic Americans of the highest order and 
I hold you in the highest esteem. 

Secretary AnpEersoN. Thank you, sir. 

Mr. Srans. Thank you, sir. 

Mr. Cannon. Mr. Weaver ? 

Mr. Weaver. Mr. Secretary, in your opinion can the budget for 
fiscal 1961 be reduced without impairing our national security or es- 
sential Government programs? 

Secretary Anperson. I think this is a well considered budget that 
if followed, both from the standpoint of providing revenues and ex- 
penditures, it will achieve the objectives of a sound fiscal policy, main- 
tain our security, and maintain our international position. 

Mr. Weaver. In your opinion, then, you do not feel it can be 
reduced ? 

Secretary AnpERSON. No. 

Mr. Weaver. Without ereating a deficit ? 

Secretary Anperson. I think that shifts may be considered here 
and there, but. generally I should say that the emphasis should be on 
maintaining the budget and securing the revenues we propose. 

Mr. Weaver. What would be your comments, Mr. Stans, on that 
subject ? 

Mr. Srans. This is the result of many months of work in the execu- 
tive branch, many discussions and considerations of differing points 
of view as to what the right amounts may be. The President himself 
has spent a great deal of time on this budget and on what the levels 
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requested should be. I would not say that a small reduction here or 
there would impair the security of the country or the welfare of the 
country, but I think in gener: al proportions, in general dimensions, 
this is the right budget for this particular fiscal year. 




































POSSIBLE DEDUCTIONS IN 1961 BUDGET 
Mr. Weaver. I just have one other question I would like to ask the 
Secretary, and that is, where, if anywhere within this budget, do you 
feel that there are soft spots or fat? I assure you that there are soft 
spots and fat in every budget that I have ever come in contact with. 

Secretary Anperson. I would not want to dispute the Congressman, 
but I am not aware of any places in the budget that I would so 
characterize. 

Mr. Weaver. What would be your comments on that, Mr. Stans? 

Mr. Srans. I think this: our methods of inquiry into the budget, 
the questions we ask all the way through the process, develop a result 
that we think is a correct one and has no soft spots. The committee 
in its probing and the committee’s type of questions and its investiga- 
tions into the budget may reach a different conclusion with respect 
to one item or another. 

I will make the same remark today I made a year ago, that as Direc- 
tor of the Budget who is responsible for putting this together I will 
be very much interested as the session goes on in seeing where the 
committee comes to a different result than we did, because to some 
extent that helps to guide us in the preparation of next year’s budget. 
If the Congress feels that a particular program should be at a lesser 
amount or a greater amount than we have indicated, that is an impor- 

tant factor in helping us to form judgments the next time we put a 
budget together. 

Mr. Weaver. I assume from your statements and from the state- 
ments of the Secretary that you would not be opposed to any cuts 
that the Congress could apply to this budget ? 

Mr. Srans. I would think that that would depend upon the size of 
the cuts, the degree or proportion of the cuts, and the places where 
they were made. It may well be that a cut of significant size or 
proportion would impair the effectiveness of the Government and I 
think under such circumstances I would be compelled to advise the 
President that it was an excessive cut. 

Mr. Weaver. Excessive? 

Mr. Stans. Under some conditions. 

Mr. Weaver. If there were places where cuts could reasonably be 
made, then this committee and the Congress could expect to have the 
full cooperation of your agency; would ‘that be correct ? 

Mr. Srans. I think if the committee and the Congress make cuts 
in this budget that we think can reasonably be made, we shall cer- 

tainly do everything i in our power to put them into effect. 

Mr. Weaver. That is all I have. 

Thank you, sir. 

Mr. Cannon. Mr. Thomson ? 

Mr. Tuomson. Mr. Chairman, by colleague from Illinois, Mr. Mi- 
chel, has to leave and I wonder if he might proceed at this time. I 
yield to him. 







Mr. Cannon. Mr. Michel. 


EFFECT OF A SURPLUS AND DEBT REDUCTION ON INTEREST RATES 


Mr. Micuex. Secretary Anderson, you expressed the need for more 
flexibility in managing the Federal debt. Members of the committee 
have questioned you on the matter of interest rates. Is not interest 
simply the price of borrowed money ? 

Secretary AnpERsON. That is all it is. 

Mr. Micuet. If the picture should eventuate as you and Mr. Stans 
have envisioned it, with a surplus at the end of the fiscal year, how 
would a $4 billion payment on the national debt affect interest rates ? 

Secretary Anprrson. As long as the United States is a net contri- 
. butor of funds rather than a net taker of funds, to that extent we 
have a dampening effect rather than an increasing effect on the de- 
mands for money. 

Mr. Micuet. It would follow, would it not, that the chances are 
much better that interest rates would decline? 

Secretary Anprrson. Yes, as you lessen the Government’s demand, 
total demand, you would tend to have a dampening effect on interest 
rates. Therefore, there would be a tendency toward a reduction in its 
price and the cost of money. 

Mr. Micuet. When we look back into history, the 1920’s, a period 
of prosperity, when we reduced the national ‘debt by a third, it did 


not necessarily follow in a booming economy that interest rates should 
go up, but as a matter of fact declined because the Federal Govern- 
ment was retiring its national debt. 

Secretary AnpEerson. One must remember the cost of money is de- 


termined hy the total demand. The Government is a part of the total 
demand. The extent to which we do not demand money is, there- 
fore, on the side of lessening demand and, therefore, interest costs. 

On the other hand, one must. remember that during periods of high 
levels of business activity and expansion, the total demand for money 
tends to be greater than if you are in the period of a downturn or a 
recession. 

You referred historically to the period of 1921-29. This is a very 
interesting period in our history because for a period in 1920 and 1921 
the Treasury went into the under-5-year market a number of times 
and never paid less than 5 percent for its money. From 1921 to 
1929, which was one of the great periods of economic growth in our 
country, the pattern of interest rates tended to be down because dur- 
ing that period of time we did retire a third of the total national debt. 

Then came the depression and of course there was no demand for 
money because business activity was so low and history records that 
during the 1930’s at one time holders of Government securities paid 
us a fraction of a percent just. to have Governments rather than cash. 

Then you come to World War IT and everything went under con- 
trols. You then come to the period after the war and the long-term 
rates on bonds we pegged by the use of the central bank. This did 
not end until 1951 and so we are looking at the time in which the 
supply of money and the demand for money have been relatively free; 
we either had controls, wars, or depressions, or payment of the debt, 
and we are talking about a very short period of our history. 
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FOREIGN CURRENCY PROPOSALS 


Mr. Micnen. Mr, Stans, on page 2 of your testimony in this matter 
of budgetary improv ement—and I think it is a laudable thing that 
we should be tr ying to utilize these foreign currencies—I read, ‘ “Agen- 
cies seeking to use such currencies are cht urged for them through the 
appropriation process.’ 

Do you believe in implementing this reform or in seeking to imple- 
ment it that, in effect, it would actually be a substitution of dollars 
for local currency or local currency substituted for requests for 
dollars ? 

Mr. Srans. I would propose that we apply in the course of time 
the same budgetary test of need or desirability to the use of the for- 
eign currencies generally that we apply to the use of dollars. 

The only exception to that might be in the case of countries where 
we have such tremendous excesses of these currencies beyond our needs 
that we might not have any occasion to use them for 20 or 40 years. 

There, I think we could apply a less strict interpretation of the need 
in determining whether to allow the currencies to be spent. 

Mr. Micuen. The only reason I bring up this subject is that already 
in several of our subcommittees where agencies have come up with a 
request to utilize them, I have propounded the question of whether 
or not this was a primary need of that particular agency, or knowing 
that it was available, asking, “Are you simply supplementing part 
of your program to utilize these foreign currencies because they are 
there?” 

I would hope that we would exercise as good, tight control over 
expenditure of these funds as we should over actual dollar 
expenditures. 

One final comment on this matter of the number of employees 

I think it cannot be questioned that at the end of the fiscal year 
1961, even with an increase of what you asked for of 31,000 additional 
employees, there will, in fact, be 100,000 fewer civilian Federal em- 
ployees at the end of fiscal year 1961 than there were in 1953? 

Mr. Srans. That is correct. 

Mr. Micue.. To my mind that is a figure that certainly cannot be 
discounted. 

My final observation would be to commend both of you gentlemen 
for your patience and forbearance in listening to so many speeches 
this afternoon, in addition to answering our questions. 

I do sincerely appreciate the gentleman from Wyoming yielding to 
me. 

Mr. Tuomson. Because of the lateness of the hour, I want to keep 
my remarks very brief but I do want to join with my colleagues who 
have expressed their appreciation and admiration for the work you 
two gentlemen havedone. I think we not only speak for ourselves but 
the people of the country. 

T have had occasion in the last year to travel the entire width of this 
country and for two gentlemen who have been in government such 
a short period of time, I have found no parallel, in that you are so 
well known and so generally approved. 

I certainly think that you should know that from one who has 
traveled by automobile across the country. 

Mr. Stans. Thank you. 





>, we 
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Secretary Anperson. Thank you. 

Mr. Tomson. I would also like particularly to congratulate the 
Secretary for being the first man in either major political party, who 
has held high office since World War II, to call attention to this con- 
tinuing deteriorating situation as far as our balance of payments and 
trade policies are concerned. 

It has been deeply appreciated by the workingman, the farmer, 
and the businessman of this country. 


ITEM VETO PROPOSAL 


With respect to the item veto. The President already exercises 
the function of impounding funds, holding off programs, and so far 
has claimed that authority and, I say, exercised it. Would not the 
effect of an item veto be to remove the restriction that Congress 
reserves to itself on the limitation of expenditures of funds in order 
to cooperate in our mutual purpose of holding expenditures in line 
and making savings for payments upon the public debt ? 

Mr. Stans. To hold expenditures in line is the intention and that 
is the way that I would hope it would work. 

Mr. THomson. Wait a minute. I do not think you understood my 
question. 

The President already exercises the prerogative of impounding 
funds if he thinks Congress went too high or in saying, “I will not 
put this program into effect even though you appropriated the 
money.” 

“very once in a while we say that we do not want this or that. 
We do not want these funds spent in this way or that and such is 
a limitation upon funds, but if he had the item veto Congress would 
be giving up its authority in getting rid of unnecessary programs, 
as we see it. 

Would not that be the result of this? 

Mr. Srans. In every discussion of the item veto, it should be made 
clear that the President would not be the last word. The Congress 
would still have the opportunity of dealing with the problem again. 

Mr. Tuomson. By a two-thirds majority ? 

Mr. Srans. By a two-thirds majority. 

As a matter of fact, there is a proposal before the Congress now 
without affecting the constitutional position where the President be 
given an item veto which could be overridden by the Congress by a 
majority vote. Such proposals ought to be studied and considered 
seriously. 

Mr. THomson. Without laboring it, I think there should be a re- 
examination of position in view of the mutual purposes here discussed 
of reducing expenditures, because it seems to me that when we con- 
sidered with the impounding of funds and the elimination of the 
holding back of programs, the effect would be the reverse, and make 
for higher spending over the long period of time. 


GOLD RESERVES AND GROSS NATIONAL PRODUCT 


Mr. Secretary, about 10 years ago, as I recall, we were operating 
at_ about a $300 billion level on gross national product, or maybe a 
little above that. 


118 


In 1954, I think we were hitting $365 billion and at that time what 
were our gold reserves—that is considered as a base for operating the 
bank you speak of—and at the same time stabilizing our own position. 

Secretary ANperson. I will look up the figures and supply them 
for the record, but I do want to make this observation about the other 
facet of the problem: 10 years ago we were the biggest producer of 
industrial goods in the world, and most of our European neighbors 
and Asiatic neighbors had not yet recovered from the war “which 
ended in 1945. “During that period, if we expended funds abroad, 
or sent funds abroad for any purpose, they came back to us rather 
quickly because we were the country from whom people wanted to 
buy. Consequently, the turnaround was very rapid. 

The problem has become a more difficult one as other countries have 
become more competitive and they tend to accumulate our dollars, 
whether from one source or the other. So, you have a completely dif- 
ferent kind of situation if you look at 1950 or 1960. 

(The information referred to above follows :) 

U.S. gold holdings amounted to $22.8 billion at the end of 1950; $21.8 billion 
at the end of 1954; and $19.5 billion at the end of 1959. 

Mr. Tuomson. For the record I wish you would analyze for me the 
adequacy of the base, considering this as the capital of a bank, and 
then as our economy expands you can say we have gone up to where 
we need $12 billion of it to underwrite our own affairs and in addi- 
tion to that we have assumed this banking position here of more or less 
taking care of clearings for the world. 

I wish that, for the record, you would comment on whether or not 
you think that the gold reserve has expanded fast enough as a base in 


this country to take care of the increased obligations, or if that is a 
factor to be considered. 

Secretary Anperson. I will supply a statement of analysis. 

(The material referred to follows :) 


Apequacy or U.S. Gorp Honprnes IN RELATION TO FOREIGN DOLLAR BALANCES 


Since the dollar is the principal reserve currency of the world, foreign coun- 
tries hold dollars as monetary reserves as well as working balances for current 
transactions. Of the present total foreign holdings of dollars about $9 billion 
is in the form of official short-term dollar holdings of hank accounts and short- 
term Treasury securities. Under our form of gold standard these official bal- 
ances potentially could be converted directly into gold because the Treasury 
sells gold to foreign governments and central banks for legitimate monetary pur- 
poses, though not to private individuals. 

Private short-term dollar balances, now totaling $7 billion, are in part in- 
vestment balances and in part working balances which are used for settlement 
of transactions with the United States, Canada, and other countries. These 
balances could become a potential claim against our gold only if they were trans- 
ferred to monetary authorities in exchange for the local currency of the holder. 

In addition to the above, U.S. bonds and notes amounting to about $1.5 billion 
are held by foreigners, official and private. 

Since 1949 the total liquid dollar holdings, including U.S. Government bonds 
and notes, of foreign countries and their nationals have grown from $6.4 bil- 
lion to about $17.5 billion. These holdings have increased at an average rate 
of something more than $1 billion a year. Official short-term holdings of gov- 
ernments and central banks for this same period have grown from $2.9 billion 
to $9.1 billion. It is these official balances which can be regarded as the most 
direct potential claim on our gold reserves. 

Our gold stock which increased rapidly after World War II to a high point 
of $24.6 billion at the end of 1949 has since decreased to about $19.5 billion. 
While there were fluctuations in the intervening years with our gold stock in- 
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creasing in 1952 and again in 1956 and 1957, the general trend has been down- 
ward as foreign countries added to their gold reserves by purchases from the 
United States. 

The facts that the U.S. Government holds $19.5 billion of gold, and that 
it is willing to sell gold to foreign official institutions for legitimate monetary 
purposes at $35 per ounce contribute to the willingness of foreign governments 
to hold large amounts of liquid dollars as part of their international reserves. 
Much more important in this respect is the assessment by foreign countries 
of our economic and financial policies and of our overall economic strength 
measured by such factors as our productive capacity, the stability of the domes- 
tie price level, and the ability of the United States to compete in world markets. 
So long as foreigners assess these factors favorably they will have little incen- 
tive to convert their dollar holdings into gold and our gold stock will be adequate 
for the role it plays under our international gold bullion standard. 

It is important for this reason that the United States economy, Government 
and private, pursue such policies as will give foreigners confidence in the 
dollar. It is also important that our balance-of-payments position show a satis- 
factory trend in order to maintain and justify this confidence. 

Secretary Anperson. Frankly, the base for any country’s economy 
is never a metal. It is capacity, industrial productivity, and the total 
goods and services that we are able to produce in those categories that 
people want and are able and willing to buy. 

Mr. Tomson. I am glad that the gentleman makes that point. 
That has been my belief. 

It is confidence that we instill among ourselves and with our neigh- 
bors in our own currency due to our own good management practices. 

Secretary Anperson. It gets down to just saying, “What do you 
want out of this world? Do you want growth for some statistical 
figure? If you do, you can set about producing a lot of things that 
people do not want.” 

You can set about raising the surpluses we already have too much 
of. This adds to gross national product but what we are talking 
about, it seems to me, is that we want to produce real goods and real 
services which people want and are able to buy. 

Mr. Tuomson. In response to a question by the gentleman from 
Indiana, Mr. Denton, I do not believe that the material indicated 
was quite complete as to new sources of revenue. You mentioned 
postal receipts of $550 million increase, the aviation tax of $100 mil- 
lion increase. x 

Would you also supply for the record the recommended additional 
half cent gasoline tax story ? 

How much would that be? 

Mr. Stans. I can tell you that now. That is $237 million for the 
first year, but it is not a budgetary item. That would go into the 
highway trust fund and would provide for increased expenditures 
for the highway program. 


ESTIMATED HIGHWAY EXCISE TAXES, 1961 


Mr. THomson. Would you supply a table which shows the total 
collection from highway users in the shape of excise taxes on automo- 
biles, trucks, on down, whether the receipts go into the trust fund or 
not, and the total cost of the highway program ? 

My point is simply this: Last year it was shown that we collected 
over half a billion dollars more than presently goes into roads. 

Mr. Stans. I will prepare such a statement, yes. 
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(The statement referred to follows:) 


Estimated highway related excise tax receipts, fiscal year 1961 


[In millions} 


| Retained in | Transferred 
general fund | to highway 
trust fund 


Source 


| 

a 
| 
“| - 
| 


Gasoline, highway related ........--- i oad dei) 
Diesel and other special motor fuels__-. 

‘Trucks, buses, and trailers > ; \ 

Tires: Highway use, nonhighway, inner tubes, tread rubber. sseShs 
Highway use tax (vehicles over 26,000 pounds) .-- cavaip pein tiitn natal 

Passenger automobiles. cae eetenie : ; > oneal 

Auto parts and accessories snk sda Sidi $175 


Total_. 





1 Excludes aviation gas tax. 

2 Assumes extension of present tax rate due to expire June 30, 1960. Without extension, revenues would 
be $1,100 million. 

? Assumes extension of present tax rate due to expire June 30, 1960. Without extension, revenues would 
be $122 million. 


Note.—Total éxpenditures of the highway trust fund in 1961 are estimated at $2,854 million. 
MISCELLANEOUS BUDGET RECEIPTS, 1959-61 


Mr. Tuomson. On page 4 of your statement, Mr. Secretary, you 
show a total increase in receipts of $855 million and $266 million of 
that, I believe, was accounted for by reason of the transfer from the 
Federal Reserve Board. Would you account for the balance thereof 
and explain why that is expected to decline for 1961? 

Secretary Anperson. Of $80 millon ? 

Mr. TuHomson. Yes. 

Secretary Anperson. We will supply that for the record. 

(The information referred to follows :) 
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Statement of miscellaneous receipts for fiscal years 1959, 


[In thousands] 


1960, and 1961 





Source 


0100 TAXES 


iGO. ‘Diiianal ata Rae ccc ete 


0600 SEIGNIORAGE AND RULLION CHARGES 


0610 Seigniorage: 
0611 Seigniorage, silver 
0612 Seigniorage, minor coinage 


Total, seigniorage 


0620 Bullion charges: 
0621 Profit on sale of silver bullion 
0622 Handling charges on gold bullion 
OGTs  CEROr DUTIES COTO oon ok cca ccenctsnsonpane 


Total, (ule GUEKSOS . . << a<. pence ncncncnes 


Total, seigniorage and bullion charges__..--- 
0800 FEES FOR PERMITS AND LICENSES 
Admission permits and fees........-.-..---- aaa mealiaiohers 


Business concessions: 
0821 Commissions on telephone pay stations 
0822 Business concessions, not otherwise classified- 


Total, business concessions 


Immigration, passport, and consular fees_......---.-.--- 
Patent and copyright fees___ 

Registration and filing fees 

Landing fees, airports 


Miscellaneous fees for permits and licenses: 
0891 Migratory bird hunting stamps 
0892 Fees from leased grazing lands, Pierce Act___- 
0893 Grazing fees for range improvements, Taylor 
Grazing Act, as amended 
0899 Miscellaneous fees for permits and licenses, not 
otherwise classified ---- ee wh <i 


Total, miscellaneous fees for pate and 
licenses. ____ 5 es 


Total, fees for permits and licenses-.--...-- 
1000 FINES, PENALTIES, AND FORFEITURES 


Fines, penalties, and forfeitures, agricultural laws- -_- -- 

Fines, penalties, and forfeitures, economic stabilization 
laws. - 

Fines, penalties, and forfeitures, immigration and labor 
laws... 

Fines, pe nalties, and forfeitures, Customs, Commerce, 
and antitrust. jaws re 

Fines, penalties, and forfeitures, narcotic, prohibition 
and aleohol laws ; 

Forfeitures of unclaimed money and property... --- 

Fines, penalties, and forfeitures, not otherwise classified 


Total, fines, penalties, and forfeitures 
1200 GIFTS AND CONTRIBUTIONS 
Contributions to ‘‘conscience fund”’ 
Gifts: 


1299 Gifts to the United States, not otherwise classi- 
ae 


1959 actual 


29, 646 
14, 486 


$4, 228 


1960 estimate 


1961 estimate 


28, 400 
20, 150 














46, 978 


43, 135, 





48, 55 


2, 200 
235 
400 











16, 487 
8, 325 
3, 345 

438 


4, 330 
1 


698 


7, 176 


878 
7, 676 





2, 205 


: 58, 614 


12, 748 | 





14, 555 


56, 944 


12, 501 








Total gifts and contributions..........-.--- 





Statement of miscellaneous receipts for fiscal years 1959, 1960, and 1961—-Continued 


1400 
1410 
1420 


{In thousands] 


Source 


1400 INTEREST 


Interest on loans to Government-owned enterprises: 
1401 Interest on loans to Commodity Credit Cor- 
poration 

Interest on loans to E xport- Import. Bank of 
Washington _ _. 

Interest on loans to Federal National Mort- 
gage Association, management and _—e 
dating functions ‘ 

1404 Interest on loans to Federal National Mort-. 

Association. special assistance function 

on loans to Housing and Home Fi- 
Agency, college housing loans- --- 

on loans to Housing and Home Fi- 
Agency, public facility loans. -. - : 
on loans to Housing and Home Fi- 
Agency, urban renewal fund 


1402 
1403 


gare 
Interest 
nance 
Interest 
nance 
Interest 
nance 


1405 
1406 
1407 
1408 

tration 


Interest on loans to farm 
insurance fund 


1409 ‘tenant -mortgage 
1410 


1411 


fund _- 

Interest on loans to Veterans’ Administration, 
direct loans to veterans and reserves : 
Interest on loans to informational media guar- 

antee fund 
Interest on loans, 
Interest on loans, 
velopment ; 
Interest on loans to Federal ship “mortgage 
insurance fund 


1412 


1413 
1414 


Defense Production Act. 
St. Lawrence Seaway de- 


1415 
1427 
1428 


fund, Boulder Canyon project 
Interest on advances to Small Business Ad- 
ministration 
mene ‘st on direct net investment, 
Yanal Company..-- 


1429 Panama 


Total, interest on loans to Government- 
owned enterprises._..-. -- 

Interest on loans to Government-sponsored enterprises. 

1431 Interest on loans to Federal National Mort- 

gage Association, secondary market opcr- 

ations_..-- ; — 

Interest on loans to St: ites, “municipalities, and other 
public bodies 

Interest on domestic loans to individuals and private 
organizations: 

1451 Interest on Rural Electrification Administra- 

i al tree a anne 

1452 Interest on Farmers Home Administration 

has arics a cecrainia und sssaeutieates< ie deeestiaieesiainet athe atciasetea 

1453 Interest on other loans to individuals and 

private organizations................-...---- 


Total, interest on domestic loans to in- 
dividuals and private organizations 


Interest on foreign loans and deferred payments: 
1461 Interest on loans to United Kingdom 
1462 Interest on agreement dated Feb. 27, 
Federal Republic of Germany 
Interest on repayments by Government of the 
Philippines under agreement of Nov. 6, 1950- 
Interest on deferred foreign collections or pay- 


1463 
1464 


1469 Interest on other loans to foreign governments, 


advances and credit sales_........----..-..- 


Total, interest on foreign loans and de- 
ferred payments 


Interest on loar ns to Public Housing Adminis- 


-| 
Interest on loans to civil defense program 


Interest on advances to Colorado River Dam 





1959 actual 


| 
| 


$181, 409 
40, 897 


21, 556 
5, 219 
9, 372 

390 








1960 estimate 


$482, 875 
55, 195 


23, 100 
57, 500 
7, 400 
1, 500 
2, 600 
1, 600 
1, 200 

24 
27, 000 


414 
33, 305 


2, 700 

54 
3, 100 
6, 204 
8, 821 


724, 682 


58, 930 
34, 910 
383 


1961 estimate 


$503, 000 
63, 074 


12, 3000 
83, 50 
26, 500 
2, 400 
4, 000 
1, 600 
1, 600 


36, 230 
469 





94, 223 


104, 994 





(') 
11, 765 
40, 433 


71, 184 
21, 400 

3, 747 
17, 200 
36, 887 


150, a8 


70, 145 
19, 900 


17, 200 
38, 210 


_145, » 705 





149, 259 
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Statement of miscellaneous receipts for fiscal years 1959, 1960, and 1961—Continued 


{In thousands] 


| 
Source | 1959 actual 1960 estimate | 1961 estimate 


1400 INTEREST—Continued 


Interest on public deposits: 
1481 Interest on public deposits, foreign exchange 
CN iv cinin: tcci nd cancietiamidenia 3, 23% $2, 937 
1482 Interest on public deposits, other than foreign 
exchange conversions 78 


Total, interest on public deposits 3,015 


Miscellaneous interest collections: 
1491 Interest from Union Pacific RR, Central 
NEE... c duditadannsenaebon sec telcetiidaiadbeaienh 23 25 25 
1499 Miscellaneous interest collections, not other- 
wise classified 22, 563 30, 900 30, 610 





Total, miscellaneous interest collections. -- 22, 586 30, 925 30, 635 
Rs Sn cwidodnke ankeunadanbnetna 600, 941 1, 006, 716 1, 052, 903 


1600 DIVIDENDS AND OTHER EARNINGS 


Surplus from liquidated enterprises 








Earnings from Government-sponsored enterprises: 
1631 Deposits of earnings, Federal Reserve System 
(collections under sec. 16 of Federal Reserve 
Act, as amended) 491, 221 1, 025, 000 
1634 Franchise tax 2, 210 3, 485 
1635 9, 556 10, 853 


Total, earnings from Government-spon- 
S0ned CREAT IT IOE: 6 ianesitiaamtndeneennec 502, 987 1, 039, 338 
Gain by exchange 121 
Miscellaneous dividends and earnings: 
1699 Miscellaneous dividends and earnings, not 
otherwise classified 3, 043 3, 294 3, 797 


“ee 


Total, dividends and other earnings......- 506, 153 1, 042, 855 842, 817 





1800 RENTS 


Rent of land <a : a a tbehaema Ge anaieakerioe 13, 074 13, 283 13, 736 
Rent on Outer Continental Shelf lands sictieniistebiiiaian 1, 146 2, 000 3, 000 
Rent of real property, not otherwise classified canis 30, 070 39, 173 49, 436 
Rent of equipment and other personal property 48, 622 51, 133 50, 197 


Total, rents.......... re 92, 912 105, 589 116, 369 
2000 ROYALTIES 


Royalties on Outer Continental Shelf lands_-..........- 2, 266 


98, 000 117, 000 


Miscellaneous royalties on natural resources: 
2031 Moneys due Oklahoma from royalties, oil and 
gas, south half of Red River, act of Mar. 4, 
1923, as amended _ - - g 20 20 
2039 Royalties on natural resources, not otherwise 
classified.......... sok ade aleheeeiie meee . 98, 496 103, 496 





Total, miscellaneous royalties on natural 
resources.... , ; - io 98, 516 103, 516 
Royalties on patents and copyrights 7 5 15 





Total, royalties 
2200 SALE OF PRODUCTS 


Sale of agricultural products, livestock, and livestock 
products : 





Sale of timber, wildlife, and other natural land products: 
2221 Forest reserve fund (general) (65 percent) 
2227 Sale of timber and other products from re- 
vested Oregon and California grant lands 
(25 percent) 
2229 Sale of timber, wildlife and other natural land | 
products, not otherwise classified 89, 529 


Total, sale of timber, wildlife, and other 
natural land products 157, 306 | 178, 580 180, 706 
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Statement of miscellaneous receipts for fiscal years 1959, 1960, and 1961—Continued 


{In thousands} 


Source 


1959 actual | 1960 estimate | 1961 estimate 





2200 SALE OF PRODUCTS—continued 


2230 Sale of minerals and mineral products__............-----| 
2240 Sale of power and other utilities: 
2241 Sale and transmission of electric energy, 
Bonneville project, Oregon 
2242 Sale and transmission of electric 
Eklutna project, Alaska - - 
2245 Sale and transmission of electric 
Falcon Dam, Texas__---- 
Sale and transmission of electric energy, 
Southwestern Power Administration-_.___-- 
Sale and transmission of electric energy, 
Southeastern Power Administration. _____- 
Sale of power and other utilities, not otherwise 
classified 


Total, sale of power and other utilities 
2250 Sale of publications "and reproductions. . 
2290 S 


ale of miscellaneous products and by products 


Ey GEE POPES cco nncuceptnesaccpnesancsnas z 


2400 FEES AND OTHER CHARGES FOR SERVICES AND 
SPECIAL BENEFITS 


| 
2410 Fees and other charges for administrative, professional 
and judicial services: 

2411 Fees and other charges for legal and judicial 
services_ 

2412 Fees and other charges for accounting and 
auditing services- 

2413 Deductions from awards of Mixed Claims 
Commission, United States and Germany, 
Settlement of War Claims Act of 1928, 
Sec. 2(e) 

2415 Charges for expenses, International Claims | 
Settlement Act of 1949 

2419 Fees and other charges for other administra- 
tive services _ -- - 


Total, fees and other charges for adminis- 
trative, professional and judicial services 


2420 Fees and other charges for communication and trans- | 
portation services: 

2424 Recoveries, expenses of international service 
of ice observation and patrol 

2425 Postal receipts, Canal Zone government --- 
2429 Fees and other charges for communication and 
transportation services, not otherwise clas- 

sified 


Total, fees and other charges for communi- 
cations and transportation services -- 
Charges for subsistence, laundry and health services _- 


Charges for testing, inspection and grading services: 
2441 Overtime service, Federal Communications 
Commission. - 
2442 Overtime service, marine inspection and } 
navigation | 
2449 Charges for testing, inspection, and grading 
services, not otherwise classified 





Total, charges for testing, inspection, and 
grading services 
Fees and other charges for services provided to the 
Distriet of Columbia : ae 


Fees and other charges for special benefits: 
2461 Licensee benefit charges , - 
2462 Retired pay deposits, Uniformed Services 
Contingency Option Act of 1953 : 

2463 Reimbursement by Panama Canal Company 
for annuity payment to Republic of Panama 
under treaty - -- icaduee’s 





Total, fees and other chem for epectal 
Eee ; oe 


ad 


| 
_ 88,910 | 


1, 591 | 
345 
9, 292 
15, 851 | 16, 820 
98, 868 bs 87, 677 
174, 270 73, 051 
4, 492 | 4, 605 
4, 414 | 259 


/ 349, 598, | 37 1, 706, 
ar 





1 
975 | 


, 097 | 


19 | 
477 | 
4, 387 








125 


Statement of miscellaneous receipts for fiscal years 1959, 1960, and 1961—Continued 


{In thousands] 





Source 1959 actual | 1960 estimate | 1961 estimate 
me | 


2400 FEES AND OTHER CHARGES FOR SERVICES AND 
SPECIAL BENEFITS—continued 


Fees and other charges for general governmental services: 
2471 Reimbursement for net cost of operations of 
Canal Zone Government less tolls on Gov- 
GPRMINNE WORE. < vc siicine stm nn ccs $11, 113 x $11, 511 
2480 Charges under intergovernmental defense agreeme nts: 
2481 Recoveries, intergovernmental defense agree- 
ments, foreign exchange conversions - . -_ _- 46, 458 3, (*) 
2490 Fees and other charges for miscellaneous services_-_-_- 5 
Total, fees and other charges for services and special ’ 
benefits 69, 050 


2600 SALE OF GOVERNMENT PROPERTY 


Sale of public domain: 
2612 Sale of public land and materials, 5-percent 
fund to States. ings 
2619 Sale of public domain, not otherwise classified -- 





Total, sale of public domain 








Sale of other real property: 
2621 Sale of lands, etc., account of military post 
construction fund____-- 
2622 Proceeds from sale of land, Columbia Basin 
land development program - -- 
2629 Sale of other real property, not otherwise clas- 


Total, sale of other real property 





id 
pnd Sale of equipment and other personal property: 
2631 Sale of vessels, titles V and VII, Merchant 
Marine Act, as amended..______.__.-- . 7, 397 , 226 9. 226 
2632 Net proceeds from surplus property ‘in foreign 
areas, foreign exchange conversions__-.—_--~-- 0, 07 58, 695 36, 915 
2633 Net proceeds from surplus property in foreign 
areas, other than foreign exchange conver- 


19, 990 18, 900 
2634 Net proceeds from excess property in foreign 
areas, foreign exchange conversions....._._- 9 5, 940 4, 470 
2635 Proceeds from surplus vessels_..........-- 30, 892 35, 147 39, 704 
2636 Proceeds of sales or dispositions from strategic 
and critical materials stockpile _-. 5,017 43, 212 59, 629 
2637 Net proceeds from surplus property in United 
States . 39, 452 44, 51 50, 418 
2642 Proceeds of sales of vessels, Coast Guard___- 1 : 5 
2649 Proceeds from sale of equipment and other 
personal property, not otherwise classified 10, 819 9, 144 , 237 


Total, sale of equipment and other per- 
sonal property oy ae 225, 876 228, 504 
Sale of scrap and salvage materials aden i 24, 34% 167, 382 191, 039 


Total, sale of Government property 324, 805 421, 399 450, 168 


2800 REALIZATION UPON LOANS AND INVESTMENTS 


2810 Repayments of capital investment, Government-owned 
enterprises: 
2814 Other repayments of investments and recov- 
eries, Panama Canal Company 10, 000 
2820 Repayment of investment in liquidated enterprises and 
special funds 
2830 Repayment of capital investment, Government-spon- 
sored enterprises: 
2839 Repayments of loans and advances, Govern- 
ment sponsored enterprises, not otherwise 
classified ; 
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Statement of miscellaneous receipts for fiscal years 1959, 1960, and 1961—-Continued 


{In thousands] 


Source 


2800 REALIZATION UPON LOANS AND INVESTMENTS—continued| 


2840 Repayments of loans to States, municipalities, and other 
public bodies: 
2841 Repayment of public works loans to the Dis- 
trict of Columbia- 
2842 


vances for acquisition of lands under see. 4, 
Act of May 29, 1930, as amended (National 
Capital Planning Commission) 

Repayments of loans to States, municipalities 
and other public bodies, not otherwise 
a OR cia Oh aiantiinaa wanteaeh 

Total, repayment 
municipalities, 
bodies 


of loans to 


States, 
and other 


public 


2850 Repayment of domestic loans to individuals and private 
organizations: 
2856 Repayment of Rural Electrification Adminis- 
tration loans -._-- 
2857 Repayment of Farmers Home Administration 


2859 Repayment of other domestic loans__....-.---- 
Total, repayment of domestie loans to indi- 
viduals and private organizations. ------- 


2860 Repayment of foreign loans: 
2861 Repayment of loans to United Kingdom.. 
2862 Repayment on agreement dated Feb. 27, 1953, 
Federal Republic of Germany 
2863 Repayment of loans for United N ations head- 
I 0 ices oeeie 

Repayment of unexpended ~ ‘advances to 
Philippine defense forces under agreement 
of November 6, 1950_____-- 

Repayments of loans, Agr icultural Trade De- 
velopment and Assistance Act of 1954, as 
amended anteds 

Repayments of loans to foreign ‘gOV ernments, 
not otherwise classified 


2864 
2867 
2869 


Total, repayment of foreign loans 


2880 Repayments on miscellaneous recoverable costs: 

2881 Repayment of reimbursable construction 
charges, Bureau of Indian Affairs 

2882 Recoveries on account of reimbursable costs 
under Alaska Public Works Act 

2883 Recoveries of reimbursable maintenance 
charges, Bureau of Indian Affairs -- 

2889 Repayments on miscellaneous recoverable 
costs, not ot herwise classified 


Total, repayments on miscellaneous re- 


coverable costs 


2890 Miscellaneous repayments on loans and investments.--- 
Total, realization upon loans and investments 


3000 RECOVERIES AND REFUNDS 


3010 Compensation for Government property lost or dam- 
aged: 
3011 Recoveries for Government property lost or 
damaged, National Guard 
3019 Recoveries for Government property lost or 
damaged, not otherwise classified 


Total, compensation for Government 
property lost or damaged --_-..........-- 


Repayment by District of Columbia for ad- | 





1859 actual | 1960 estimate 1961 estimate 





106, 199 


210, 613 
2, 959 


319,771 | 


110, 585 


211, 550 
3, 148 


325, 278 


117, 520 


226, 270 
3, 635 


347, 425 





50, 928 
172, 721 


a, (a 


2, 000 


52, 000 


700 
20, 903 


53, 000 
13, 800 
2, 500 


2, 500 


1, 800 
28, 814 





2, 636 
3, 074 


128, ae 


400 
2, 000 


97, 414 





8, 705 


1, 598 
586, 717 


428 
6, 463 


6, 891 





| 


470, 997 
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Statement of miscellaneous receipts for fiscal years 1959, 1960, and 1961—Continued 


[In thousands] 


Source 1959 actual | 1960 estimate | 1961 estimate 


3000 RECOVERIES AND REFUNDS—continued 


3020 War reparations and recoveries under military occupa- 
tion: 
3022 Reparations, other foreign exchange conver- 


3024 Recoveries, governmental operations in oc- 
cupied areas, Germany and Austria, foreign 
exchange conversions 


Total, war reparations and recoveries 
under military occupation 30 
3030 Recoveries of excess profits and costs: 
3031 Recoveries under renegotiation program 18, 797 
3032 Miscellaneous recoveries of excess profits and : oa 


Total, recoveries of excess profits and costs- 23, 152 22, 045 
3040 Recoveries under foreign aid programs: 
3041 Recoveries, defense aid, commodities, supplies 
and services, foreign exchange conversions - - 6, 362 
3042 Recoveries, defense aid, commodities, supplies 
and services, other than foreign exchange 
conversions. ........-.-- a aS 5 49, 500 
Recoveries, economic and technical assistance 
to foreign nations, foreign exchange con- 
IR a tad sen pte heii ce a ethin ales axes 7, 887 4,189 
Recoveries, military assistance to foreign 
nations, foreign exchange conversions - ____.. 21, 204 10, 000 
Recoveries, military assistance to foreign na- 
tions, other than foreign exchange conver- 
sions... cadre ee 9, 643 10, 943 
Miscellaneous recoveries on foreign aid pro- 
grams, foreign exchange conversions._-_._ _- 1, 122 


Total, recoveries under foreign aid pro- 
SOI on ck ge <br bre aicegbe ik 1 111, 631 








3050 Recoveries on guarantees and indemnities: 
3051 Recoveries, informational media guarantees, 
foreign exchange conversions- --_- . 
3060 Refunds of erroneous payments_ __._.- aieetedath in stars 


3090 Miscellaneous recoveries and refunds: 
3099 Miscellaneous recoveries and refunds, not 
otherwise classified ______- seed 
3597 Increment resulting from reduction in weight of gold 
dollar (recovery of funds set aside for payments to 
Federal Reserve banks for industrial loans) - -.--_-- ; 139, 300 


Total, miscellaneous recoveries and refunds__.__._- 219, 489 


Total, recoveries and refunds__- 383, 482 





Total miscellaneous receipts under existing legisla- 
tion._._- aS 3, 157, 881 ; 3, 920, 625 
Proposed legislation: Increased fees for special services, etc... " e<cke, 11, 700 


Total miscellaneous receipts under existing and pro- 
ON I dks wages cenines bcm eaten 3, 157, 881 _, 4, 012, 600 3, 932, 325 


1 Less than $500. 
NoTE.—Detail may not add to totals because of rounding, 
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Mr. Tuomson. How much of that, if you know at the present 
time, comes from oil and gas royalties and receipts from the public 
domain ? 

Secretary Anperson. I do not know, sir. 

Mr. Txomson. With you being a citizen of New Jersey as well as 
of the United States and as well as one of the Thirteen Original 
States, the thing that concerns me, and I would appreciate a com- 
ment on this if you care to make it. The Thirteen Original States 
retained their land. Texas came into the Union and retained its 
public land. The Outer Continental Shelf Act was passed giving 
them within the historic boundaries even the mineral royalties. The 
State of Alaska was admitted giving them 90 percent of mineral 
royalties. 

What justification can there be for only giving back to the 11 pub- 
lic land States, in view of the admission on an equal basis with the 
other States clause in the Constitution, only 37.5 percent of their 
royalties? Have you tossed them into this receipt thing? Do you 
think that is discriminatory ? 

Secretary Anperson. I think we are talking about a substantial 
part of the constitutional history of the United States. If you want 
me to comment in length 

Mr. Txuomson. I have a bill in to give the 11 Western States 90 

ercent of their royalties from leasable materials, the same as the 
tate of Alaska was given. 

Perhaps this should come from the Executive, but would you 
care to comment for the record on this item? I would appreciate it. 

Secretary Anperson. Frankly, I have not read the legislation and 
I would not want to comment until I do. 

(Note.—The Treasury would be concerned about any revenue loss 
involved. However, the Secretary of the Interior might be a more 
appropriate source for a more general comment. ) 

Mr. Tuomson. This seems to me discriminatory. 


PROPOSED EXTENSIONS OF TELEPHONE AND TRANSPORTATION TAXES 


Mr. Tuomson. With regard to any balance of any budget or the 
creating of any surpluses, the matter of doing it by either increasing 
taxes or failure to live up to commitments, as far as removing taxes, 
burdens upon our people, is always a matter of concern tome. The 
communications tax was mentioned as well as the transportation-of- 
persons tax as of particular concern. Other taxes were also put on 
as discriminatory wartime taxes. They are discriminatory. For ex- 
ample, if you have to take an airplane to New Jersey you have to pay 
a tax of perhaps $1.90, but when you go to Wyoming or California 
you pay from $20 up to $30. It is discriminatory against the people 
who are far from markets and who are far from population centers, 
and in the areas we must depend upon for the greatest economic 
growth to meet our growing population and industrial demands; it 
is this area of the United States which is yet to be fully developed. 

Would you comment for the record why you recommended the con- 
tinuation of the discriminatory taxes, as I view them, at this time? 

Secretary Anperson. Yes, sir; I will furnish a statement. 
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(The statement referred to follows:) 


While objections to the taxes on communications and transportation of persons 
as discriminatory wartime taxes are quite usual, I think these adjectives over- 
look the problems we face. Irrespective of the exact time sequence of the 
imposition of taxes, we have to look at them in terms of current budget needs. 
Budget requirements have precluded as much tax reduction as we would all like 
to see. An appealing case can be made for the reduction of practically any of 
the Federal taxes, but to maintain revenues we have had to keep the individual 
and corporate income tax rates much higher than prior to World War II. At 


the same time a more extensive excise tax system has had to be continued in 
effect. 


There still have been significant reductions in these particular excises during 
President Eisenhower’s term of office. In 1954 the taxes on the transportation 
of persons and on local telephone service were reduced from 15 to 10 percent, 
and the tax on long-distance service from 25 to 10 percent. 

As far as their discriminatory nature is concerned, I believe that, generally 
speaking, ad valorem taxes are reasonably fair in that they directly reflect the 
basic charge on which the tax is levied. Thus, the person who makes an expen- 
sive long-distance call pays a higher tax than on a local call in the exact 
proportion that the former call is more expensive than the local call. 


BANK PROFITS 


Mr. Tuomson. Will you also furnish for the record, if the informa- 
tion is available, what is the rate of profit of the banks in view of this 
interest situation? My observation was that the banks were paying 
excess profits taxes prior to the removal of the excess profits tax, as I 
recall it. 

Secretary Anperson. I will be glad to furnish you a statement but 
you have to take into consideration both facets of it. In the first 
place, you have additional earnings and in the second place you have 
considerable losses in the portfolios of all institutions who hold secu- 
rities over the last 18 months as compared to the preceding 18 months. 

Mr. Tuomson. The banks I have been familiar with do pretty well 
in what they did. I wonder if that information is available. 

(The information referred to follows :) 


Corporate banks and trust companies (other than mutual banks) paid the 
following amounts in excess profits taxes during the Korean war period: 


: c Excess profits taw 
Liability year: (million dollars) 
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Based on data for insured commercial banks the operating earnings on U.S. 
Government securities and net profits in recent years have been as follows: 


[In billions of dollars] 


Earnings 
on U.S. | Net profits} Taxes on | Net profits 
Calendar years Govern- | before taxes} income | after taxes 
ment se- | 

curities 





$1.1 | 
1.0 
.0 
.0 
.0 
ofl 


-2 
.3 
.3 
.3 
-4 

5 


om 








WHWNK NDR ee eee 
UPNWNWODDOWI0 


Cf OOt Sacre tS 





The period since World War II has been characterized by an expansion of the 
private sector of the economy so that the total loans and investments of com- 
mercial banks increased from $114 billion at the end of 1946 to $191 billion at 
the end of 1959. During this same period of time bank holdings of Government 
securities declined from $7414 billion to $59% billion. Thus the primary impetus 
in the improvement of commercial bank earnings has not arisen from their hold- 
ings of U.S. Government securities even though interest rates are above those 
prevailing at the end of the war. This is evident in the table above, showing 
the increased interest received on U.S. Government securities and the increase 
in net profits shown in the table above. 

A related problem on bank holdings of Government securities is the profits 
or losses that they achieve in their purchases and sales of Government securities. 
I’rom these transactions the banks have nonoperating profits or losses that show 
marked swings over the period of a business cycle. During a recessionary period, 
such as the first half of 1958, interest rates fall as a result of easier credit condi- 
tions and prices of outstanding securities in the market rise. In that environ- 
ment banks show a profit on their securities transactions. However, during high 
prosperity, as in 1955, 1956, 1957, and 1959, interest rates were rising and securi- 
ties were declining. Even though commercial banks made substantial profits in 
1958 on these transactions, the losses occurring in 1955, 1956, and 1957 more than 
offset the profits of 1958 so that over the entire 4 years—1955-58—there was a 
net loss on security transactions of $36 million. 


Net profits by banks on securities, calendar years 1955-58 
[In millions of dollars] 
Net profits 


dross profits | Gross losses (+) or 
losses (—) 





$ 57 $221 $—164 
31 317 —{ 

64 238 —174 

682 94 +588 


834 870 —36 


Banks are, of course, permitted to carry Government securities on their 
books at cost if bought below par, regardless of their current market value. 
Nevertheless, it has been estimated that the market value of bank holdings of 
Governments has declined by about $3 billion during the past year so that 
losses could be substantial if holdings decline further, particularly in securities 
still several years or more from maturity. This potential loss, even though 
only a small part is ever realized, is an important restraint on too rapid ex- 
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pansion of private bank credit, as well as a source of concern to every bank 
as it tries to meet the needs of its customers. 

Mr. Tuomson. I was particularly pleased, and I think the people 
in the country were, too, when you mentioned the policy announced 
last fall that the Development Loan Fund and other such funds 
would be used to buy material and products produced here. 

Has any consideration been given to the Government itself fol- 
lowing that practice by buying for the Government use such as on 
reclamation projects, public works projects, or our own Government 
agencies, material that is manufactured here in this country, instead 
of going abroad on a free bid proposition 

Secretary Anperson. As the Congressman knows, there are a num- 
ber of provisions now which govern specific purchases and on which 
allowances have to be made for transportation, tariffs, and that sort 
of thing. 

Iwill say that at the moment I am not aware of any additional Gov- 
ernment activities in which the same thing is being considered that 
was tied in to the Development Loan F und. Let me point out that the 
Development Loan Fund loans are normally repayable in noncon- 
vertible currencies. What we are in effect saying to the rest of the 
world is, “Go anywhere you would like to buy goods, but if you are 
going to buy those goods by procuring money that is not obtainable 
on any kind of a bankable basis, please t talk to. the country that is going 
to export the goods, about how they are going to finance the trans- 
action, as well as how they are going to sell the | goods.” 

Mr. THomson. Mind you, I agree with the gentleman, and I thank 
him for any part he may have had in the step that was taken. 

I did run into this situation one time with a Philippine friend I 
ok They had such a limitation placed upon the credit allowed to 
them and they could not find anything here that they felt they could 
buy, and then they got into a nasty problem because they finally 
found some steel and they had a downpayment due before the credit 
was released and the credit was refused on the basis that since they 
had made the payment they didn’t qualify under the previous com- 
mitment. They were sent to the Development Loan Fund. 

They had too good a chance for repayment and could not qualify 
there and then they were just about to take off for Mars or some- 
place because they did not understand all these funds. 

These problems were either a case of too bad a loan or too good a 
repayment possibility to qualify. 

Mr. Stans, I know the hard work that has gone into this state- 
ment, but on this item of revenue estimates, I ‘would call attention 
to one small area on grazing fees on public lands. It is tied into this. 
That is, the amount paid and received is in direct ratio to the market 
price of livestock. There is an increase predicted in funds based upon 
an increase in the market price of livestock. 

I asked questions about that before in Interior Subcommittee, and 
was told that that was what the Agricultural Marketing Service told 
them. Anybody who reads the newspapers, who has any interest in 
livestock, knows that calves were o about 4 cents per pound last 
year and cows were off about 5 cents asi lamb and mutton is in worse 
shape yet as compared to 1958. 
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Therefore, you are going to be getting less money, not more money. 

Mr. Srans. The budget relates to a period ending 18 months from 
now. It is entirely possible that they may be expecting the market 
to recover. 

Mr. Tuomson. Next year’s receipts in that area are predicated 
upon last year’s prices, by law. 

An operation in which I am interested, sold some $150 cows that 
I bought last year for $100 this year. That is less money. 

Mr. Chairman, may I ask unanimous consent to submit the balance 
of my questions for the record, in the interest of saving time? 

Mr. Cimon. Without objection, the gentleman’s questions will be 
submitted. 

Mr. Tuomson. I will submit them to the chairman for his approval 
and then we can send them on down. The hour is late. 

(CommitTree NotE.—The material was not available in time to in- 
clude in these hearings. ) 

Mr. Cannon. Mr. Director, we will appreciate it if you will pro- 
vide us with the sundry material requested to supplement the record 
at your earliest convenience. 

Mr. Stans. We will do it as fast as we can, Mr. Chairman. 


TECHNICAL CHANGES AND FEATURES IN BupGET 


Mr. Cannon. Mr. Director, we have your usual annual letter to the 
committee calling attention to a number of technical features and 
changes in the budget. If there is no objection on the part of the 
committee, we will include that letter as a part o1 the record. 


(The letter follows :) 


EXECUTIVE OFFICE OF THE PRESIDEN?, 
BUREAU OF THE BUDGET, 


Washington, D.C., January 18, 1960. 
Hon. CLARENCE CANNON, 


Chairman, Committee on Appropriations, 
House of Representatives, Washington, D.C. 


My Dear Mr. CHAIRMAN: In accordance with our usual practice, I am writ- 
ing to summarize for you and the Committee on Appropriations the significant 
technical changes in the budget for 1961 as compared with the budget submitted 
a@ year ago. 

CHANGES IN FORMAT AND ARRANGEMENT 


We have shortened the tables on unexpended balances which appear in the 
various chapters of part II. The tables this year continue to list all the ac- 
counts with unobligated balances carried forward, but include other accounts 
only where the size of the obligated balances carried forward is significant. The 
split of 1961 estimated expenditures between those coming from 1961 new obli- 
gational authority and those coming from balances has been moved to the pre- 
ceeding table which summarizes budget authorizations and expenditures within 
each chapter. 

Five of the special analyses formerly printed in part IV of the budget are 
being published separately, and we will be glad to supply the committee with 
such copies as it may need: 


Federal credit programs (available January 27). 

Federal activities in public works and other construction (available now). 
Federal aid to State and local governments (available January 27). 
Federal research and development programs (available now). 

Principal Federal st :tistical programs (available January 27). 


The analysis on ! -deral hospitals and medical eare programs has not been com- 
piled this year, in view of the apparent limited interest in its contents. 
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The 1961 budget continues the adoption of cost-type budgeting which has been 
taking place for a period of years. In this budget about 56 percent of the appro- 
propriation accounts for the executive branch are budgeted on this basis. 

Budgets for two phases of the mutual security program have been moved be- 
tween chapters. The military assistance budget formerly in the chapter for 
“Funds appropriated to the President” is now set forth in the chapter for “De- 
partment of Defense—Military,” thus providing the basis for the consideration 
of the interrelationship of these important segments of our national security pro- 
gram. The appropriation for administrative expenses of the Department of 
State in connection with the mutual security program, formerly appearing in the 
State Department chapter, has been moved to the chapter on “Funds appropri- 
ated to the President,” thus facilitating its consideration in relationship to the 
appropriations which it primarily supports. 


RENEWAL AND EXTENSION OF LEGISLATION 


In past budgets proposed approprations which were dependent on the renewal 
and extension of existing legislation to provide authorization therefor were 
treated like those estimated for new program legislation. Only lump-sum fore- 
easts of amounts required for such renewals and extensions were shown in past 
budgets. The detailed estimates were omitted from the budgets and transmitted 
later as supplemental estimates. These omissions made the budget a less com- 
plete document, and delayed and complicated the presentation of the appropria- 
tion requests for the items concerned to the Congress. The recent growth in the 
number of cases where authorizing legislation is required annual has caused this 
to become a significant problem. 

As a measure to meet this problem proposed appropriations (language and 
schedules) are being transmitted in the 1961 budget document for the accounts 
listed below where renewal or extension of authorizing legislation is being rec- 
ommended. This not only makes the document more complete but will allow 
committee consideration of the proposed appropriations at the earliest time. 


Funds appropriated to the President : 
Mutual security: 
Economie assistance (note: On 2 of these accounts, legtslation is not 
required). 
Contingencies. 
Independent offices : 
Atomic Energy Commission: Plant acquisition and construction. 
National Aeronautics and Space Administration : 
Salaries and expenses. 
Research and development. 
Construction and equipment. 
Housing and Home Finance Agency: 
Operations, public facility loans. 
Payment to special assistance functions fund. 
Department of Commerce: Bureau of Foreign Commerce: Export control. 
Department of Defense—Military : 
Military construction, Army. 
Military construction, Navy. 
Military construction, Air Force. 
Military construction, Army Reserve. 
Military construction, Naval Reserve. 
Military construction, Air Force Reserve. 
Military construction, Army National Guard. 
Military construction, Air National Guard. 
Military construction, Navy (special foreign currency program). 
Military construction, Air Force (special foreign currency program). 
Department of State: Acquisition, operation, and maintenance of buildings 
abroad (note: Legislation is required only for part of this account). 


In the case of the mutual security program, it has not been practicable to 
present the detail of personal services at this time, but the data will be supplied 
in the justification made for the committee. It should also be noted that for 
all the programs listed the detailed figures printed in the budget may be subject 
to modification when the legislation is enacted. 
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FOREIGN CURRENCY APPROPRIATIONS 


As explained in the budget message of the President, the budget contains pro- 
posed special dollar appropriations to control the availability for U.S. Govern- 
ment uses of foreign currencies received from the sale of surplus agricultural 
commodities. We are submitting a separate report outlining more specifically 
this plan for improving budgetary control of these currencies by both the execu- 
tive and legislative branches. However, it should be noted here that the appro- 
priation proposed for the Commodity Credit Corporaiion, to cover losses under 
the Agricultural Trade Development and Assistance Act, as amended, has been 
reduced by the amount of the proposed special foreign currency program appro- 
priations in recognition of the reimbursements which CCC will receive from 
these appropriations. Thus, the overall appropriation requirements are not 
changed as a result of these special foreign currency program appropriations. 

In order to avoid a dual system of budgeting and accounting for the currencies, 
the appropriation language for the special appropriations would bring within 
the appropriation system as of June 30, 1960, the unexpended balances of most 
foreign currencies allocations made prior to that time for U.S. agency uses. 
These would be accounted for as supplemental appropriations for the fiscal year 
1960. 

ACCRUED EXPENDITURE LIMITATIONS 


As contemplated by Public Law 85-759, the budget proposes limitations on 
annual accrued expenditures in 12 accounts, as follows: 


Independent offices : 

Atomic Energy Commission: Operating expenses. 

National Capital Planning Commission: Land acquisition, National Capital 

park, parkway, and playground system. 
Veterans’ Administration: Construction of hospital and domiciliary facil- 
ities. 

General Services Administration : 

Repair and improvement, federally owned buildings. 

Construction and acquisition of public buildings. 
Department of Agriculture: 

Soil Conservation Service: Watershed protection. 
Department of Defense—Civil : 

Operating expenses, Canal Zone Government. 

Capital outlay, Canal Zone Government. 
Department of the Interior: Bureau of Indian Affairs: Construction. 
Department of Justice: Federal Prison System: Buildings and facilities. 
Department of the Treasury : 

Coast Guard: 

‘)perating expenses. 
Acquisition, construction, and improvements. 


In each of these cases, the agency has had substantial experience with accrual 
accounting, and we believe that it is capable of controlling accrued expenditures 
as proposed. However, in view of the fact that no agencies have had experience 
with statutory limitations on such expenditures, some of the proposed limita- 
tions have been designed to provide flexibility, either by establishing the limita- 
tions in amounts which are slightly higher than the estimates of accrued ex- 
penditures, or by providing transfer authority between two limitations of the 
same agency. 

PERSONNEL-RELATED COSTS 


The recommended appropriations for 1961 include increases where necessary 
to cover the net cost of within-grade salary advancements expected to be made 
during the year, but no increases have been allowed for the upgrading of posi- 
tions except those which have already taken place. 

The initiation of the new program of health insurance for employees and their 
families, which will be effective at the beginning of the new fiscal year, has 
caused an additional financial requirement for every account which pays salaries 
and wages. As in the case of the established program with respect to employee 
life insurance, the Government's contribution for health insurance is included in 
the schedules as a part of object class “07—Other contractual services.” Be 
cause there is one less compensable day in fiscal year 1961 than in fiscal year 
1960 for most Government employees, a part of the increased costs relating to 
personnel has generally been absorbed in the estimates. 
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PUBLIC BUILDINGS 


A decision of the Comptroller General of May 13, 1959 (B-138598), cast con- 
siderable doubt upon a practice of long standing whereby agencies paid the Gen- 
eral Services Administration for alterations and improvements to buildings, in 
those cases where the work concerned has not been authorized specifically in 
accordance with section 3733 of the Revised Statutes (41 U.S.C. 12). There 
are many cases where such work is performed to meet the particular needs of a 
tenant agency in a GSA operated building. New GSA regulations following the 
decision were issued only on December 2, 1959. In view of the limited time 
available for study of the matter, the budget contains a proposed general pro- 
vision in the GSA chapter, which we recommend as an interim measure, to per- 
mit continuance, for one more fiscal year, of the present reimbursement practices 
with respect to these alterations and improvements. We expect to make a 
further review of the problem before the preparation of the next budget. 

Sincerely yours, 
MAvRICcE H. Stans, Director. 


Mr. Cannon. Are there further questions? 

(No response. ) 

Mr. Cannon. Thank you, Mr. Secretary and Mr. Director. 

Mr. Srans. Thank you. 

Secretary Anperson. Thank you, Mr. Chairman. 

Mr. Cannon. If there is nothing further to come before the com- 
mittee at this time, the committee stands adjourned. 
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